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Fiat plans to cut
5,000 jobs from
auto workforce
Fiat. Italy's largest private, group, is planning v
to cut 5 per cent of its workforce in the Italian
automotive sector and to lay offa farther. 10 per
cent for up to two years.

.

Almost 5,000jobs are to be axed but some union
officials voiced the fear last night that the cutsm^t be far greater tf Fiatwas unable to make
extensive use of the government-backed crVwma
Quanciag temporary lay-o&s; Page lg .

OUve branch lor North Korea: Piisident
Bill Clinton offered North Korea the prospect
of talks on “a thorough, broad approach to the
issues that divide us", providing it abandoned
its nuclear option and honoured non-prottferation
commitments. Page 16

Takeover probe ‘was needed’: The European
Commission should have investigated the effect
of British Airways’ takeover of Dan-Air on atrtine

•

competition on routes between Britain and France,
Air France told the European Court of First
Instance. Page 2

Elf AqidWhne, French oil group scheduled to
be next year's first big privatisation, warned
that 1993 profits would fall to just over FFrlhn
(SI69m), compared with 1992*s FFr65bn, Page 17

Gaidar calls for 'sensible protectionism'
Russian deputy prime
minister Yegor Gaidar
called an the government
to apply, "sensible
protectionism” to fee
country's industrialists
and entrepreneurs.
Mr Gaidar, pictured

left during a press
conference rpytHy.

...

denied he had changed
his ultra-liberal views
over the past two years

to win votes in next month’s parliamentary elec-

tions. Protection for business was a popular theme
in the election campaign, he said. Page 16- ..

Work limit agreed: European Union ministers
passed directives on working time, settinga 48-hour
week limit and guaranteeingmandatory time
off. The legislation limits the tin* children

and adolescents can work. Page 16 .

Warning on MM—vtpeaces Kingljussein
opened the first session ofJordan’s newly elected
paTternwriMay T\} -

the Middle East peace processbutwamihg tbat

peace would not be achieved unless Israel gave
up up its claim to Jerusalem. Page 4; Israel and
PLO draw the Use in Jericho sand. Page 4

Delta Ah’ Lines has put on hold earlier plans

to launch a big expansion of its Asia-Pacific

operations, with chairman RonAllen saying the

airline wanted to concentrate onreturning sus-
tained profits. Page 17

US deadlock overjubkA chaotic conclusion

to the congressional session found the US legisla-

ture still deadlocked over the issue of handgun
control, while handing President Bill CEnton
provisional victories on other issues. Page 6

Plea for ethical banking: Banking ethics

should be taught as a separate subject in training

courses, to counter the competitive
i
and commercial

pressures facing bankers, UK banking ombudsman .

Laurence Shurman said. Page 9

ABB Asm Brown Boveri, world’s largest

power engineering group, reported flat profits

of $215m before tax and non-recurring items for

the third quarter. The group said only Asian

markets were strong, with demand in continental -

Europe still weakening. Page 18: Siemens and

ABB expand eastward. Page 7

Pilot rescued from Iraq: Mechanical failure

caused a British Harrier jump jet fighter aircraft

to crash in a Kurdish area ofnorthern Iraq it
.

was patrolling. The pilot ejected safely and was

rescued by an American helicopter.
'

• -

Aid pledge for Kenya: Kenya was promised

3850m in aid - with enough due next year to

cover its 1994 external financing requirement

- provided it settles repayment of some $700m

in arrears. Page 4; -Nigeria head. Page 4

New FT Statkrtlce: Following the introduction

in Tuesday’s FT of fee new design of our statistical

pages, a number of readers have telephoned or

written in with comments. We are grateful for

fee many helpful suggestions received, all of

which will be carefuUy considered in the nest

few weeks.
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Italian prime minister summons parties to forge consensus as lira declines

Ciampi moves to save budget
By Robert Graham to Rome

Mr Carlo Azeglio Ciampi, the
Italian prime minister, has called
Italy’s main political parties to a
series of meetings today to ham-
mer out a consensus on the 1991
budget
- Ferns about the fate of the bud-

get, now the central raison d’etre

of Mr Ciampi's government, pro-
voked further falls yesterday on
the stock exchange and in the
value of the bra. At one stage the
Italian currency dipped below the
Psychological barrier of Ll.000
against the D-Mark. But fee lira

recovered slightly after Mr Ciam-
pi’s decision to hold special bud-
get meetings.
- Mr Ciampi’s move was
prompted by hints from disgrun-

tled Christian Democrats and
Socialists that they would with-
draw support in parliament after
their parties’ disastrous perfor-

mance In Sunday's municipal
elections.

Mr Achille Occhetto, the leader
of the former communist Party of
fee Democratic Left (PDS) and
the principal victor of Sunday’s
poll, publicly supported Mr
Ciampi, vowing to continue back-
ing him until the budget had
been approved. Mr Occhetto
added: "The turbulence in the
financial markets cannot be justi-

fied in any way by the political

and electoral events in Italy,"

This statement too helped to

calm market nerves. As Ansa,
the national news agency,
pointed out ironically; "It is the

first time that a leader of the
left's words have had a relatively

positive effect on financial mar-
kets".

The PDS has emerged after the
elections in 428 towns and cities

as fee one party capable of forg-

ing aiiianres up and down the
country. This has given it a cen-
tra] role as the Ciampi govern-
ment winds up business and pre-

pares for early general elections.

The four-party coalition form-
ing fee government’s parliamen-
tary majority now accounts for

little more than 15 per cent of

popular support. Mr Occhetto has
acted quickly to take advantage
of his new position to cast him-
self as fee leader of a future gov-

ernment coalition, and is seeking
to dispel long-held prejudices

against the left in government.
The discredited Christian Dem-

ocrats could break apart after

last Sunday’s electoral perfor-

mance in which support dropped
to as low as 10 per cent.

Christian Democrat leader Mr
Mino Martinazzoli issued a state-

ment strongly denying that the

party planned to pull its minis-

ters out of the government, but
Mr Martinazzoli himself is draw-
ing huge criticism within the
part)' over its rout at the polls.

Earlier. GR-2 state radio
reported that interior minister
Nicola Mancino had argued that

the Christian Democrats should
back Mr Ciampi on the budget,

but immediately make clear that

fee only reason it was not walk-

ing out of the government was to

avoid a lira crisis.

This situation has undermined
parliamentary discipline, and
many members are in no mood to

sanction budget legislation that

undercuts their privileges and
those of their blends in the pub-
lic administration.

Without a special pact involv-

ing as many political groups as
possible, parliamentary business
is likely to become very difficult

if not impossible.

Hence Mr Ciampi’s meetings
today with the Christian Demo-
crats and the other three parties

that support him in parliament,
as well as four opposition parties

on whose neutrality he will

depend, fee PDS, the Northern
League, the Republicans and the

Greens.

Proposed exemptions raise fears of discrimination against foreign services companies

W-t: 'WZZiZ--US tax stance

threatens trade

talks, says Gatt
By Ftancw WHHants in Geneva

An attempt by the US to seek tax

exemptions in a proposed Uru-
guay Round accord on services is

putting the whole round at risk,

Mr Peter Sutherland, hnari of the
General Agreement on Tariffs

and Trade,' warned yesterday.

The US wants the freedom to

treat foreign sendees companies
iffffyfflri^ ftpm local ones for tax

purposes, "v
’

At a meeting with Mr Les Sam-
uels, the US Treasury’s assistant

secretary for tax affairs. Mr Suth-

erland said Washington’s pro-

posed exemption was unaccept-

able to the other 114 participants

in the round.

The issue is now expected to go
before Mr Lloyd Bentsen, US
Treasury secretory, and the US
cabinet
Gatt officials reported Mr Suth-

erland as saying that an unEm-
ited right to fescriminate in tax-

ing foreign services suppliers

would undermine the benefits of

the draft services accord in guar-

anteeing fair treatment for com-
panies establishing a commercial
presence abroad.

The US position, announced a
month ago after two years of

laborious negotiations on a tax

clause for services, has infuriated

other countries.

Some have already threatened

to take similar exemptions for

themselves. This would leave for-

eign-based services companies
around fee world vulnerable to

tax discrimination, which would
devalue any benefits they

received from better access to

markets.

Mr Sutherland told Mr Samu-
els, who on Monday failed to con-

vince trading partners of the jus-

tice of the US position, that the
tax exemption could prove
"extraordinarily counterproduc-
tive’’. OS companies, being the
most active abroad, would be fee
biggest losers.

The draft services text allows

''Countries to tax'foreign services

suppliers differently, for
instance, to combat tax avoid-

ance, provided this does not
amount to discrimination. The
wording eventually adopted was
supplied by the US, Mr Suther-

land noted.

Mr Samuels argued that the
tax clause in the services agree-

ment would upset the existing

system of bilateral tax treaties,

and could tie the hands of Con-
gress in enacting new tax laws.

However, no other country,

including the 50 or so with dou-

ble taxation agreements with the

US, sees a threat to the existing

system.

Mr Samuels’ remarks on new
legislation have only added to

fears that Washington is plan-

ning tough and possibly discrimi-

natory legislation on taxation of

foreign companies.

Mr Samuels has denied that

the US any discriminatory

intentions. But. in that case, Mr
Sutherland asked yesterday, why
was it seeking complete freedom

to discriminate, a freedom that

would also ensure that affected

governments had no remedy

Talks between US trade representative Mickey Kantor (left) and chief European trade negotiator Sir Leon

Britton entered a second day in Washington. Page 7 Associated Press

EU threat

to snuff

out old

Swedish
habit
By Christopher Brown-Humes
in Stockholm

An obscure Swedish devotion to

wet snuff bas emerged as a sig-

nificant stumbling block in the
country's ambition to join the
European Union.
Mr UZf Diokelspiel, Sweden's

minister for European affairs

and foreign trade, gave a warn-
ing yesterday that if Swedes
were not able to continue buying
the substance, in defiance of an
EU directive, it would be almost
impossible for the coontry to win
a referendum supporting EU
membership.
The directive, which came into

force in July, bans on health

grounds the marketing and sale

of wet snuff, a tobacco-derivative

known in Sweden as "snns" that

is typically inserted between the

gum and upper lip.

Oral snuff-taking is a centu-

ries-old tradition in Sweden -

something the country is only
too keen to prove to Brussels
with examples of 17th-century

price lists or 18th-century snuff

boxes. Today as many as 800,000

Swedes, or one in ten of the pop-
ulation, are regular users and
last year they consumed more
than 5,000 tonnes of the stuff.

Sweden wants to be perma-
nently exempted from the

tobacco directive, saying it is the

only issue on which it is seeking

a "derogation" from EU rules.

Although the EU bas not formal-

ised its position, it is understood

to be considering giving Sweden
a temporary exemption, followed

by a review of the matter in five

or ten years time. That is not

acceptable to the Swedes.
"All we are asking is that

800,000 Swedes should have the

right to continue snuffing," said

a clearly irritated Mr Dinkelspiel

yesterday.

The issue is very sensitive for

pro-EU Swedes. They fear that if

the union proves intransigent, it

will be seen as unwarranted
interference.

"It would be like banning ouzo

in Greece," says Mr Olof AU-
gardh, an adviser to Sweden’s
snuff manufacturers in Brussels.

Clearly the issue is having an
impact in Brussels. The word
“snns" is now to be heard in the

corridors of power as regularly

as its English translation.

through multilateral disputes

procedures.

With just three weeks to go to

the Uruguay Round deadline of

December 15. the issue has
become urgent. Final country
schedules specifying market-
opening commitments for ser-

vices and any exemptions are

supposed to be submitted by the

end of this week.

Surprise UK interest rate

cut seen as clue to budget
By Peter Marsh and Kevin Brown
in London

Mr Kenneth Clarke, Britain’s

chancellor of the exchequer, yes-

terday surprised industry and the

"Sty wife a half-percentage-point

ut in UK interest rates.

However politicians and busi-

Mr Clarke, keen to demonstrate

The cut brought UK bank base

wide, Britain’s second largest

building society, and National
Westminster Rank
But fee broad welcome for fee

first cut in UK interest rates

since January was tempered by
disappointment that Mr Clarke
had failed to bring down
borrowing rates by a full

point.

The move was interpreted last

night in business and political

circles as a sweetener ahead of

next Tuesday’s budget when Mr
Clarke Is expected to announce a
fiscal tightening of up to £3bn to

curb the £50bn public sector bor-

rowing requirement. Any
ehangag announced in the budget
will come on top of tax increases

of £6.7hn already announced for

next ApriL
The rate cut was authorised by

Mr Clarke last week, although he
left the precise timing, to Mr
Eddie George, the governor of the
Bank of England. This practice

will be followed in all future
changes in interest rates as part

CONTENTS

of a government effort to

increase the credibility of mone-
tary policy in the eyes of finan-

cial markets. Sterling reacted

positively to the announcement,
gaining I% pfennigs on the
D-Mark to close last night at

DM2.5275, while against fee dol-

lar It put on more than l cent,

finishing at $1.4855.

On the London stock market,

the FT-SE 100 index of leading

shares came back from a 20-point

loss prior to the rate-cut

announcement to close points

down at 3,0693. below the day’s

highs and after a highly volatile

session marked by investor wor-

ries about the budget package.

Longdated gilts gamed a quarter

of a point, on theories that fee

Continued on Page 16

Cost of house loans, Page 8
Rubbing each other up the right

way. Page 14
Editorial comment. Page 15

Lex, Page 16
Markets, Section U

u
Eurep«5i Nows 23

Nma 4 Lustier Page.

American N«H 6 Lata—
Weald Tnds Nows 7

lk News aa

Waste.

IB DtBSWCf— 28 FT WbridAetwte— ^

C

ForWpi Exchanges 38

Stare Hoonteen 3233

Tmfbnel Opnons 42
IS UK

London SE 31

15 Managed ftnb——84-38

* 38

13
"

FTAcSUsrin -31 flgcrrt taauss « Baaqua Coawy —27-30

^ TIMES LIMITED 1993 No 3^226 Week No 47 LONDON - PARIS FRANKFURT MEW YORK TOKYO

This announcement appears as a matter of record only

£30,000,000
PROPERTY FUND

FOR
FISCAL ESTATES

Led. arranged and structured by:

Montagu Private Equity

Equity subscribed by:

Montagu Private Equity

3i Group PLG
SO.PA.F. International SA

Fiscal Properties Ltd

fflONTACU
fflRIVATB
Equity

7/Li

Montagu Private Equity Limited

10 Lower Thames Street. London EC3R 6AE

Tel: 071-260 9783 Fax 071-220 7265

A MLMULR OP LMRU

number HSBC <x> group



wisMal
i ^ agfeVi* 33 •JM’dtiWd =*fl f -J Hil

Riva fails

to meet
Ekostahl

deadline
By Judy Dempsey ki Bcrt&i

Riva, the Italian steel group
which is bidding to boy Eko-
stahl, eastern Germany’s larg-
est steel mill, yesterday failed
to meet a JmHHtip set by the
Treuhand privatisation agency
to dailty how it would mod-
ernise the plant
Treuhand officials said they

were “disappointed" because
the agency, despite opposition
from the Germany’s Steel Fed-
eration, la anxious to speed up
the sale of the min so as to
secure jobs, Investment, and
markets for the region.

Riva, the Milan-based pri-
vately-owned company,
obtained sole negotiating
rights earlier this month from
the Treuhand to boy Ekostahl,

and had until yesterday to
spell oat its efficiency and pro-
duction plans.

The Italian company con-
firmed it had not responded to

the Trenhand’s request for
more details, but declined to

explain why it had mtraod the

deadline.

Riva is expected to buy 60
per cent of Ekostahl, while the
Treuhand will hold the
remaining 40 per cent stake.

Together they will invest
DMl-2bn (£470m) In bunding a

hot rolling mill, the equivalent
Of a mint mill With an nnmnil

capacity of about 900,000
tones.

Trenhand officials said it

was unclear if the delay by
Riva was caused by last

week's opposition by Britain,

France and the Netherlands to

proposals put forward by the

European Commission to

restructure western Europe's
steel sector.

Officials added the agency
was "very angry" with Britain

for opposing the Commission's
proposals, although France
and the Netherlands had also

opposed the plans on the
grounds that they were not
strict enough in reducing
capacity.

A British official said that

opposition from Mr Thu Salis-

bury, the UK industry minis-

ter, was not directed specifi-

cally at Ekostahl bat at the

steel industry in general.

European Commission prepares four separate economic studies

Brussels seeks jobs blueprint
By Lionet Barber m Brussels

Over the next fortnight, Europe's political
leaders mil be hit with a blizzard ctf paper,
recommending ways to combat unemploy-
ment and spur an economic recovery.
The European Commission i$ preparing

no fewer than four separate studies on
these topics, an exercise which hay
strained the bureaucracy's powers of co-or-

dination to its limits. Even supporters
admit there Is duplication and overlap.

The Brussels paper trail includes a
Green Paper on the future of European
social policy drawn up by Mr Padraig
Flynn, the Irish commissioner, a Commis-
sion document setting out “broad eco-

nomic policy guidelines" to be adopted at

next month's EU summit; a paper on the
state of "convergence" among the 12 mem-
ber states' economies; and Mr Jacques
Defers’ own White Paper on employment,
competitiveness and growth, which will

borrow liberally from all the above.
Mr Defers, approaching his 10th and

final year as Commission president, is

keen to go out on a high note. The White
Paper has become something or a last will

and testament which he hopes will lift EU
leaders’ sights above their short-term diffi-

culties to the long-term future of the Euro-
pean economy. Mr Defers’ dilemma is how
to influence the debate at a time when
member states are increasingly looking ter

national - rather thaw pan-European - so-

lutions to their economic problems. The
Bank of England’s half percentage point
reduction in its base lending rate yester-

day underlined the trend. At a meeting of

EU finance ministers last Monday, Mr
Defers pleaded for an open-minded debate;

but his prescriptions for job creation, such

Spain’s conservative opposition party, the

Fartido Popular, said yesterday that Mr
Abel Matntes, the EU energy commis-
sioner, is to leave Brussels early.next year

to lead the party in tin European elec-

tions next June, writes Tom Bums in

Madrid. Mr Matutes has served on the

Commission for the past seven years.

A fellow PP politician, Mr Marcelioo

OreJa. wfil take the position, one of two
Spanish commissioners.

as a shorter working week, lower retire-

ment age, compulsory cuts In overtime
and more “solidarity” between those in

and out of work appeared to be given short

shrift

Mr Kenneth Clarke, the UK chancellor

of the exchequer, dismissed the ideas as

"folly” and claimed they would actually

create more unemployment Mr Johann
Eekhoff, Germany’s state secretary for the

economy, said such measures could only
be “a short-term emergency instrument”.

Mr Jean-CIaude Juncker, Luxembourg’s
finance minister, said shorter working
hours would send a "negative, defeatist

signal” to Europe’s workers.

Similarly, finance ministers expressed
concern about the difficulty in cutting

employment taxes.

Though there is general recognition that

it ia necessary to encourage businesses to

hire labour, ministers are worried that the

loss In state revenue will have to be made
np with higher taxes, such as valued
added tax or new environmental levies.

There is also a widespread reluctance to

commit to specific targets either on inter-

est rate cuts, or the ambitions target of

creating 15m Jobs by the year 2000. Mr

Defers’ aides insist that the. tone inside

Monday's meeting was friendly, with min-
isters welcoming the Commission's analy-

sis of the structural economic problems
fafrnp the Union. Yet the question of the
prescription persists and will form the
core debate at the European nwnmtt in

Brussels on December 10 to 1L .

So far, there is a curiously tentative tone'

to the latest drafts ofthe White Paper. The
opening- section disavows any intention to

legislate, and It explicitly recognises that

eolations must be tailored to member

About the only strong statement the
Commission makes is a rejection, of the US
"trickle-down” model of reducing income
disparities and improving job creation

through more wealth creation.

Commission officials also predict there

will have to be substantial revisions of the

White Book's chapter on employment.
There is widespread scepticism about
claims that up to lm jobs could be created

through tighter environmental standards

and more “green” public and private sec-

tor inspectors by the mid of the century.
similar assertions about the potential for

employment in the arts and leisureMm-

try are also viewed with suspicion inside

the Commission. “They seem to want to

turn Europe into a giant Disney park,"

Said mu* nffirial

Mr Defers feces a delicate balancing act,
lmttinp his fellow commissioners behind
his own White Paper and then winning the

support of the member states for a general
plflTi of He must aiwr square the
circle between his support for the Euro-
pean social welfare state and the need for

more labour market flexibility. Much work
still needs to be done.
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A Bosnian woman who was among 14 badly wounded people evacuated Brora Sarajevo yesterday

Serbs again halt aid convoys
Bosnian Serbs yesterday,
blocked aid convoys trying to

reach Moslem enclaves in cen-

tral Bosnia in qrite of pledges

by Sent leaders to alow the

relief effort to resume -after a
near one-month suspension,

,

onr Foreign Staff writes. Serb

military leaders yesterday held
up four convoys heading for

the eastern towns of Tuzla,
Srebrenica and Sarajevo, all

designated UN h
safe areas":

Meanwhile, Mr Warren Chris-

topher, US secretary of state,

cautioned yesterday -against

any. premature tiffing of sanc-

tions against Serbia, as pro-

posed by European. Union lead-

ers on Monday, in return for

more land for the Moslems. Mr
Christopher said in a radio

mfervtew'tfie Serbs had to first

mabi firm commitments.

Merck executive warns on healthcare spending controls

Cuts in drugs bills ‘ineffective’
WIT

By Paul Abrahams

European governments' efforts

to cut drugs bills are ineffec-

tive and counter-productive,
according to Merck & Co, the
world’s largest pharmaceuti-
cals group.

Mr David Anstice, Merck's
senior vice-president for Euro-

pean human health, warned at
a conference in Brussels yes-

terday that drugs spending
cuts would not have a mean-
ingful impact on overall expen-

diture because medicines rep-

resented such a small part of

healthcare spending.

Most European countries
could control health spending

more effectively through other

means, he argued. Many were
paying large amounts for the

wrong sorts of medicines.

Doctors should alter pres-

cribing habits to provide better

value for money for patients.

This meant prescribing more
innovative medicines, fewer
traditional treatments of dubi-

ous efficacy and more off-pa-

tent generic drugs.

Only a quarter of govern-

ment spending on medicines
was on patented drugs. Halt
on average, was spent on over
the counter non-prescription

medicines - which could be
paid for by the patient -or
generic pharmaceuticals from

one source. The latter tended
to be traditional remedies
restricted to a single country
anfi larfrtwg- any efficacy, Mr
Anstice said.

As for patented medicines,
doctors probably prescribed
too many acute therapies such
as antibiotics, analgesics, and

tranquillisers. On the other

hand, some illnesses such as
arteriosclerosis were under-
treated.

Savings could be made in

distribution and dispensing for

which European governments
were paying too much. Distri-

bution and dispensing cost

more than 50 per cent of the

price of prescription pharma-
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ceutfeals, compared with 20 bo

25 per cent in the US.
The European wholesaling

industry might need to ration-

alise, cutting costa and becom-
ing more competitive. This
would allow it to pasa on lower

costa to government purchas-

ers, Mr Anstice said.

Structural changes were
required in healthcare deliv-

ery, he said. Governments
needed to measure the perfor-

mance of healthcare delivery

not only through costed but
also outcome of treatment.

Pharmaceuticals companies
which failed to keep high stan-

dards in medical -marketing
should face stiff sanctions.
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NEWS: EUROPE

J urged

accept

By John Uoyd in Moscow

The Russian government may-
cut off gas supplies to Ukraine
and impose other economic
sanctions to force it to destroy
or return the riuptogr weapons
on its territory to Russia, ;

Officials in the Russian, capi-
tal say the pressure will be
used "reluctantly" but add
they are determined to use it if.

Ukraine does.not carry ou£ its.

obligations to return the mis-'
sites. Mr Andrei Kozyrev, the
Russian foreign minister, said
at the weekend that Ukraine
was becoming a "new nuclear
power”.
Ukraine's parliament in Kiev

ratified the Strategic Arms
Reduction Treaty (Start I)

treaty last week but, in doing'
so, proclaimed itself a nuclear-
state and defined the treaty as

"

applying -to only about one-
-

third of the 1,600 missiles it

holds.

Mr Leonid Kravchuk, the
Ukrainian president, said on
Monday that “Ukraine wants
to and will destroy its nuclear
weapons”.
At the centre of the issue is

Ukraine's demand for money -

from the west to pay for the
destruction of- the .nuclear
stockpile. .

The US has proposed $L75m

lK*«K>Ugh. .V ...

5£r VMdnnir 'Kryzhanovsky,
the .Uln^iiwtap--MiTnh»wMiririr to
Moscow, said .yesterday that
-“our requests,ffecompensation
cause nothing: but surprise on
Rush’s and"sdd that
the destrafidto^.transfer of
..the weapons^ could “not be

Mr Airtpa. Buteiko. the
Ukrainian m^sident'ft foreign
policy advfe£iy36ddoln Monday
that “the status of Ukraine is

unique. This.fat a.new situation

-Ukraine is'.not a nuclear
state but owns nuclear
weapons".
Ukraine is, however, highly

vulnerable to Russian
pressure,

-

.
The Ukrainians depend*

.heavily on their neighbour for

oil and gas supplies and are
already deeply in debt far their

extensive wwgy
An accord between Mr Krav-

chuk and Mr Boris Yeltsin, the
Russian president,, on the
handing over of midear weap-
ons and of Ukraine's halfof the
Black Sen.Fleqt to Russia
reached earfiertfus yearin the
Crimea now.seems to be a dead
letter.

This has prompted charges
from Russia-of bad-faith on the
part of Ukraine. L

Price Waterhouse
to advise Russia

on Lada sell-off
By Lsyta Boulton In Moscow.

*

Russia's Avtovaz, the producer
of Lada cars, has hired Price

Waterhouse as its auditors and
advisers ahead of moves begin-

ning next month to privatise a
flagship of Russian industry.

Mr Nikolai Glushkov, deputy
directorof Avtovaz, saidR had-
hired the firm primarily to

enhance the plant's ability to

attract western finance.

Some 25 per cent of Avtovaz

shares will be sold at ah auc.

"

tion next month, using vouch-

ers which have been distrib-

uted to Russia’s 160m citizens.-

*

Another 22 per cent will be-

offered at a separate invest-

ment tender next month to big

corporate investors. But- Mr
Glushkov said he hoped to

attract foreign investors

through capital increases

planned for next year.

As proof of its commitment,

Price Waterhouse has set up a

special office of 20 people at

Togiiatti, the remote industrial

town built specially far the fac-

tory and its l66,bpO workers.

Mr Peter Rogers, a Price
Waterhouse partner responsi-

ble far the Togiiatti operation,

said the contract extended
beyond auditing: “We’re advis-

ing .them.in. a, broader.sense.

We’re training their accoun-

tants, setting up an interna-

tional accounting department,

and providing a wide range of

advisory services.^

Avtovaz employees and man-
agement will receive 51 per

1 cent of the company's present

'capital. Avtovaz has ambitions

expansion plans and wants to

produce a new family of cars,

ft is taking-part In a separate

industrial consortium which
wonts to produce a lower-qual-

ity car in the Opel Gorsarange.

Mr Giushkovsaid Avtovaz.

which last week signed an
agreement for a $l50m (£I0lm)

loan froma Swiss finance com-

pany, was holding talks with

various western car makers,

including Fiat, which helped

Avtovaz produce its Lada car

in fee first place.

oil rights
By Karen Fossil ki Oslo

Mr Abel Matutes, outgoing

European commissioner for
energy, said yesterday he sup-

ported Norway's request for a
protocol attachment to the
country's EU accession agree-

ment that would clearly state

Norway could continue to

have sovereign rights over its

off and -gas reserves, should it

become a member of the
Union.
Following two days of

energy negotiations in Oslo
wife Mr Jens Stoltenberg, Nor-
way’s industry and energy
minister, Mr Matutes said he
would recommend Norway's
request be approved by the
European Council of Ministers.
- Norway, western Europe’s
biggest oil producer and one of
its largest suppliers, is con-
cerned that a draft energy
agreement, due to be adopted
at a meeting of EU energy
ministers on December 10,

.would force it to relinquish
sovereignty over petroleum
resources.

“On energy we have made a
lot of progress and I have
agreed to seek to add a proto-

col to Norway’s membership
i

application which will recog-

nise Norway’s toll sovereign
rights over [oil and gas]
resources," Mr Matutes said,

adding that he would recom-
mend the protocol be accepted

by Mr Hans Van den Broek,

EU commissioner in charge of
accession negotiations.

One other leading issue dis-

cussed by fee two energy offi-

cials included that of Statoil’s

future role and status should

Norway become an EU mem-
ber and fee management by
Statoil of the state’s direct
financial interests in oil and
gas licences.

"We discussed different

models combining Norwegian
interests in having strong,

effective control bat at the
Mim time taking care of equal
treatment of all oil compa-
nies,” Mr Stoltenberg said.

Norway fears that once the

EfTs energy directive is

adapted, and it becomes an EC
member, it would have to

change Statoil’s structure and
the way it is currently man-
aged.

Statoil is automatically

given a certain percentage in

all oil and gas licences and the

state also takes a direct share-

holding, which Statoil man-
ages on its behalf. Usually the

combined shareholding can
reach 50 per cent and often

exceeds that amount
Both men said important

progress on energy issues had
been made daring their talks,

but that technical details

needed to be agreed before

these issues could be resolved.

“We have discussed ways to

find technical solutions to

political problems," Mr Stolt-

enberg said.

DON’T
CRACK
UNDER
PRESSURE

French welfare in terminal state
Recession has added to the woes of a system in need of reform, writes David Buchan

&
For more than

500 days and
nights a small
group of nurses

has maintained

a protest sit-in

outside the
Ministry of

Social Affairs

on the Avenue
de SCgur in Paris, with a tenac-

ity matching the persistence of

fee crisis in France’s welfare

state.

Neither the nurses nor the

crisis will go away. The nurses,

who are protesting at under-

staffing and poor pay in

French hospitals, promptly
bought themselves a new tent

when “someone" set their old

one alight in early November.
For his part, the prime minis-

ter, Mr Edouard Balladur,
warned this week that the defi-

cits in the country’s various

welfare schemes - pensions,
unemployment and health
insurance, and family allow-

ances - were worse than he
planned for six months ago.

The chief reason is not feat

French welfare benefits ore
lavish, though they are so in

the medical field.

The crisis has, rather, been
brought on by the recession
and the fact that the funding of

the French welfare state is still

little changed from its origin

as a series of schemes co-fi-

nanced by employers and
employees.
Welfare contributions by

employers and employees
accounted in 1990 for no less

than 44 per cent of total

French tax receipts, compared
with 17.5 per cent in the UK,
and a paltry 3.1 per cent in

Denmark, which funds its gen-

erous welfare provisions out of

general taxation.

The recession, the worst
France has experienced for 20

years, has shaken, fee financial

foundation of its welfare state.

The 3.24m people without jobs
(11.7 per cent of the work
force) no longer have anything
to contribute to the system,
which in cum seems to be part
of the reason Tor their unem-
ployment. High social charges
have helped price workers,
especially those with relatively
low skills, out of fee job mar-
ket.

There is now a consensus
that for reasons of equity and
efficiency the burden of
France’s welfare state must be
shifted off company payrolls

and on to taxpayers. A start

was made in 1990 when the
Socialist party introduced the

CCS tax, levied on all forms of

income (not just wages;, paid
by virtually alt French house-

holds (rather than just the 50

per cent who pay income tax)

and designed to top up the var-

ious welfare schemes.

Prance's ailing welfare state

Net position rn FFrtn for 1992

Unemployment insurance

Health insurance

Accidents si r.cri-. insurance

Family allowances

-20 -15 -10 -SO 5 10
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M r Balladur has since

doubled the CGS tax

rate, and begun in

his 1994 budget to shift the cost

of family allowances that
employers have to pay for their

lower-paid workers on to the
national budget.

The prime minister said this

week he wants to shift health

insurance charges in the same
direction.

The recession’s most obvious

impact has been on the Unedic
unemployment insurance
scheme, which has fallen

steadily deeper into the red.

The prospect that the
scheme might actually go
bankrupt at a time of rising

unemployment brought action

in July.

The government agreed to

put in FFrlObn (£1.14bn) a

year, the employers chipped in

with a further FFr9.35bn,

employees are contributing an
extra Ft'rtbn. and though they
did not have a say Ln the mat-

ter. the unemployed them-
selves in effect contributed
FFr4bn through a reduction in

dole payments. “In theory, this

is enough to keep the scheme
going up to a level of 3.6m
unemployed." says an official

of the Patronat employers’ fed-

eration.

That figure is not a total

abstraction, since even Mr Bal-

ladur does not foresee unem-
ployment coming down until

(ate 1994.

An ageing population, cou-

pled with a rising level of
structural unemployment,
made reform of the state pen-

sion system inevitable, with
fewer people in work to pay
the pensions of more people in

retirement.

The government did not

change the legal retirement

age of 60, but instead this sum-
mer introduced legislation

extending from 37.5 to 40 years

the period which people need
to work to qualify for a full

state pension and recalculated

this full pension on the aver-

age of a person’s 25 best-paid

years, rather than his or her 10

best-paid years. “Strangely,
pension reform which many
thought would rock the system
passed very quietly." says a
senior aide to Mrs Simone Veil,

the social affairs minister.

“One reason was that the
change has been staggered
over 10*15 years.”

To supplement reduced pay-

as-you-go state pensions, and
also to create the big pension

funds which play such a big

role in other countries’ finan-

cial markets, the government
aims to present a plan next

year to introduce capitalised

private pensions.

I
t may be only then that the

magnitude of this year's

changes to state pensions

sinks In. as the French of

working age realise that they

are being asked to contribute

twice over - once to those cur-

rently retired and once to their

new private pensions.

Hie biggest scope for savings

is in health spending, which is

higher than anywhere else in

Europe and second only to the

US.
The French system is an

expensive combination of free-

dom of choice (patients can

pick their doctors, doctors can

prescribe what they like) and
of financial intervention by fee

state (which reimburses
patients 70 per cent of what
they pay doctors and a bit less

for medicines, while picking up
virtually the entire tab for hos-

pital treatment).

Mrs Veil is trying to get a

handle on the soaring spending
which this system produces.

Aiming to save some
FFr30bn next year, she has set

the rise in hospital spending at

3.35 per cent in 1991 (compared
with 5 per cent this year),

while trying to oblige iiospitals

to “pay” for new equipment
like scanners with a compensa-
tory saving like eliminating
unnecessary beds.

Of the country's 500,000 hos-

pital beds. 60.000, mainly in

rural areas, are said to be sur-

plus to requirements. She has
less direct leverage over gen-

eral practitioners working out-

side hospitals.

But the latter have agreed

with the state health insurance

agency to aim at limiting the

rise in overall health spending
to 3.4 per cent next year (com-

pared with a 7 per cent

increase this year).

Criteria are being drafted on
what constitutes “unneces-
sary” medical treatment, with
the threat of financial sanc-

tions on doctors who ignore

such guidelines.

But so far it is the carrot,

rather than the stick, that has

been applied. To reduce their

financial incentive in prescrib-

ing pills, doctors had their con-

sultation fees raised on
November L

This is the sixth article on wel-

fare states around the world.

Previous articles appeared on
October 25, November 3, 8. 17

and 19
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Capital Raising

Over $96 billion

in new capital raised for

clients worldwide in the

first 9 months of 1993*
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defr
ia s Israel ar,d PLO draw the line in Jericho sand

arrparc Julian Ozanne on talks over the size and shape of the area for Pal^thhiah; self-rulearrears

pass $5hn W
the dusty,

By Michael Hofanan Jericho, (

and Paul Adams hr Lagos capital of

eminent.
Arrears on Nigeria's $30bn century o
(£2G.4bn) external debt exceed Yet, so
$5bn, presenting the country what are:
with its most serious economic Arafat an
crisis since independence, say eminent i

local economists and western Yesterc
creditors. Israeli pe«

Without a rescheduling talks on t

agreement, arrears will rise, area from
external support from donors will begto
such as the World Bank will be than thre
suspended, industry will con- to prove
tinue to function well below difficult

capacity, and the country’s Issues oi

economic decline will continue, agenda,
raising the spectre of political The fee

instability. are now d
Prospects of an economic sign of ho

policy agreement with the and how
:

International Monetary Fund go to reai

receded following last week's be signed
removal from office of Chief will provl
Ernest Sbonekan, and the month Is

assumption of power by Gen- from the
eral Sani Abacha. and Jerld
An IMF deal Is an essential of polidnj

condition to debt rescheduling, to Palesti

An agreement is unlikely ian electi

within a year, say creditors. next July.

In 1993, Nigeria’s official When n
bilateral creditors were owed missions c

$2.4bn in loan principal and the histoi

interest payments, nearly all of peace acc
it to the Paris Club, but by the well-nigh

end of August less than $lOGm Althouj
had been paid.

W ithin a few months
Mr Yassir AraEat will

take up residence in
the dusty, palm-fringed town of

Jericho, the planned de facto

capital of Palestinian self-gov-

ernment, after nearly half a
century of exile.

Yet, so far, no one knows
what area around Jericho Mr
AraEat and his embryonic gov-

ernment wiQ control.

Yesterday Palestinian and
Israeli peace negotiators began
talks on the size of the Jericho

area from which Israeli troops

will begin to withdraw in less

than three weeks. It is certain

to prove one of the most
difficult and sensitive
Issues on their long peace
agenda.
The fact that the two sides

are now discussing Jericho is a

sign of how far they have come
and how far they still have to

go to reach a protocol, due to

be signed on December 13. It

will provide for a phased four-

month Israeli troop pull-out

from the occupied Gaza Strip

and Jericho and the handover
of policing and administration
to Palestinian hands. Palestin-

ian elections are planned for

next July.

When negotiators began dis-

cussions on how to implement
the historic Israeli-Palestinian

peace accord the task seemed
well-nigh impossible.

Although the peace agree-

Nigeria fell seriously into

arrears last year and by the

end of 1992 its arrears in bilat-

eral interest alone were $lbn,
with interest and principal
arrears reaching around $3bn
by March 1993 when the former
finance minister, Mr Oladele

01ashore was summoned to
Paris for an explanation.

In 1992 Nigeria serviced only
$167m of its bilateral debt ser-

vice, having averaged around
31.3bn a year in 1990 and 1991.

Priority For external debt ser-

vice goes to the World Bank,

but Nigeria narrowly avoided
Bank suspension in early
November, when it paid S140m
or three months debt service

almost two months in arrears.

If a member country is 60

days late in paying, the World
Bank automatically suspends
all its loan operations.

Nigeria’s net capital flows
with the World Bank have
been negative for the last three

years, averaging $247m a year.

According to the World Bank,

its disbursements to Nigeria

are slow because of bureau-
cratic and legal bottlenecks,

lack of counterpart funds, inef-

ficient procurement and design
flaws in some prqjects.

Economists say Nigeria has
run up arrears In debt service

to the other main multilateral

creditor, the African Develop-

ment Bank.

The other priorities for debt
service are its par bonds and
promissory notes, which are

performing well, and supplier

credits. In 1992, Nigeria ser-

viced nearly all its $480m debt
payments to suppliers and has
continued to keep up substan-

tial payments to defence con-

tractors including Domier of

Germany, according to Central

Bank cash How statements.

The dollar value of Nigeria's

debt has grown by about SO per

cent since the launch or a
structural adjustment pro-

gramme in 1986, and by the

end of last year stood at nearly

$30bn. equivalent to 113 per
cent of GDP.
• Nigeria’s new military rul-

ers named a Provisional Ruling
Council. Gen Abacha is chair-

man and defence minister.

Baba Gnna Kingibe . running
mate or thwarted presidential

candidate Moshood Abiola is

foreign minister.

Apart from justice and for-

eign ministers, the only civil-

ian council member will be
Alex Ibru, publisher of the
Lagos Guardian newspaper,
who is named interior minister.

Nigeria debt. International
Capital Markets

Kenya is

pledged

$850m in

new aid
By David Buchan in Paris

Kenya was yesterday promised

S850m (£577m) in new aid -

with enough due next year to
cover its 1994 external financ-

ing requirement - provided it

settles repayment of some
$700m in arrears.

Mr Musalia Mudavadi, Ken-
ya’s finance minister, indi-

cated that, in all but name, ‘he

was planning a standard
rescheduling of debt arrears
with the Paris club group of

official creditors. He hoped
Kenya would soon “come to a
reasonable arrangement on a
multilateral basis" on the debt
arrears.

But the minister shied away
from calling It a standard
Paris club operation, appar-

ently for fear that this might
damage efforts to restore
Investor confidence in the
Kenyan economy.
Of the $850m In new aid

pledged by donor countries
yesterday, some $170m will be
in the form of quickly-dis-

bursed balance of payments
aid. This will, in effect, bridge

the country's 1994 financing
gap, provided tbe arrears on
past debt Is separately settled.

Tbe bulk of the aid pledged
yesterday is money for devel-

opment projects spread over
several years, but Kenya is

dne next year to get some
$350m worth of project aid

resulting from past pledges.

Mr Mudavadi said there was
“no strict conditionality”

attached to the aid, but he
freely conceded concerns
about ethnic clashes and cor-

ruption expressed by donors in

a frankly-worded communique
issued by the World Bank
which chaired yesterday's
meeting.

Mr Mudavadi admitted that

donors had insisted that “ele-

ments of corruption should be
dealt with firmly”. The minis-

ter himself stressed that the

government's recent “correc-
tive" measures to root out cor-

ruption would be continued,
and were not just a show to

placate foreign donors at this

week's Paris meeting.

Mr Yassir Arafat, Palestine
Liberation Organisation
nhahman, hag withdrawn as

regular chairman of tiie

economic council he set up
to channel foreign

development aid to tbe West
Bank and Gaza Strip, PLO
officials said yesterday, Reuter
reports from Tunis.

Palestinian economic experts

and some potential donors had
criticised the original

structure of the council,

saying it had too many
politicians and not enough
experts. Mr Arafat will now
chair only an advisory council

which will meet about twice

a year to set strategy. The
economic council, the

Economic Council for

Development ami Con-
struction, is now divided into

two institutions- the advisory

council chaired by Mr Arafat
and a board of governors to

rap day-today affairs.

ment provides only for an
interim and partial solution to

the problem, many of the
issues that have had to be
solved, such as security and
claims to territorial sover-

eignty, cut to the heart of the

conflict.

But in the past five weeks
the two sides have proceeded
at a furious pace, reaching
broad agreement on a range of

complex security problems
such as policing, the 'future

role of tbe Israeli military and
the first release of Israeli-held

Palestinian prisoners. By all

measures the negotiations

have been a remarkable
achievement in.beginning to

solve one of the world’s most
intractable conflicts.

Now the size of Jericho and
the future economic relations

between Israel and the Pales-

tinian economy, which is also

being discussed in Paris this

week, are the most substantive

issues left on the agenda.

Tbe eventual size of Palestin-

ian-controlled Jericho could be
anywhere between 25 sq km
(the present area of the town’s

municipal boundaries) and
345 sq km (the size of the old

British mandatory Jericho dis-

trict). Israel is pushing for the

smallest possible area while

tiie Palestinians are demand-
tog the full 345 sq km. For both
sides the shape and gjzB of the

Jericho area is

critical.

TsraoH military gay
the Jericho district includes
two significant defence lines
- the Jordan line east of Jeri-

cho and the fortified bin thu>

west of the town. Military
wparbi say the Jordan ting is

essential for defence against

external threats and are
demanding Israel continue to

hold a 5km strip west of the

river to control the Jordan
river and prevent armed infil-

tration of guerrillas into Israel.

The hill line, they say, is criti-

cal to controlling the area
around the town and the road

to Jerusalem and has several

army facilities.

The second big concern: for

the Israelis is security of the
Jewish settlers who will, con-

tinue living in the Jericho dis-

trict There are three Israeli

settlements dose to the town
- Vered Jericho, Mitzpe Jeri-

cho and Beit HaArava. -Israeli

officials say they could evacu-

ate Jericho town and the Pales-

tinian refugee camps of 'Em
Sultan and Akabat Jaber with-

out surrendering the two
dpfanpA linos and Hip three set-

tlements.

The Israelis are likely to

press for three Israeli-con-'

trolled enclaves In the Pales-

tinian-controlled areas to pro-

tect a total of six settlements,

including the three close to

Jericho town.
The Israelis also want to

build a bypass road around
Jericho to allow settlers to

travel on roads controlled by
Israeli security and police. Tbe
Israelis Will also demand fun
control over the Allenby bor-

der crossing into Jordan.

Palestinian say they

could accept most Israeli secu-

rity concerns if Israel is gener-

ous with its surrender of a

large area
,

of territory: Pales- '

tinian concerns about the size

ofJericho focus on the viabil-

ity of (he area, control. of eco- '

.

nomic and water assets and
access toJordan.
Mr Khalil Tswfakft a Pales-

tinian. cartographer, rays, the

Palestinians are' largely cun-
.

cemed with economicInterests
and want to secure the agricul-

tural and tourim resources of

the Jericho area and have a
large enough area to allow the -

construction of houses, offices -;

and industry/

The Palestinians are pushing
for the control of all major reli-

gious and tourist sites around .

Jericho. They also want the;

area to to the northern .

share af the Dead Sea to allow
Hip Palestinian entity to begin -

its own salt-producing industry

and to give the Palestinians a
direct and independent cross-

ing to Jordan by ferry: /
Also critical to the Palestin-

ians, especially for agriculture,

is control of the water
resources of the area, in partic-

ular the water springs at El-

Ouja and control of the Aimog
junction which provides access

to the Dead Sea, Jerusalem, the

rest of the West Bazik arid the

Abdullah bridge.

The Palestinians seem pr*
pared to concede Israeli control

Of tbe 5km strip east of Jericho

along the Jordan Valley -but

are demanding a corridor to
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Early morning surfers try to catch a wave off a resort beach GO km south of Tokyo yesterday as

Japanese celebrated Labour Thanksgiving Day mnimrpi

By James Whittington

to Amman

King Hussein yesterday opened
the first session of Jordan’s
newly elected parliament by
reaffirming his commitment to

the MirMlfl East peace process.

However, he warned that full

peace would not be achieved

unless Israel gave up its claim

.to tife city of Jerusalem.

He said his government is

taking “foolproof [and] wisely

regulated steps’” towards peace

with Israel- But 1m stressed the

need for dialogue among Jews,
Christians and Mosiema on the

future status of Jerusalem.
“We recognise no sovereignty

over [the city] except that of

the almighty God,” Tip said.

Jordan endorsed an agenda
for peace with Israel on Sep-

tember 14, a day after the Pal-

estine liberation Organisation

and Israel signed their agree-

ment in Washington. Since
then, several understandings
on economic relations with
Israel, the environment, water,

and land have reportedly bean
secretly initialled. King Hus-
sein has acknowledged that

items an the agenda will be
agreed in a piecemeal fashion
but has so Ear ruled out talk of

an imminent unilateral agree-

ment . .

Although behind-the-scenes
progress is being made, the
king has repeatedly called for

urgent talks on Jerusalem.
Under the PLCHsraeli deal the

city's status will notbe negoti-

ated until after a two-year

Interim period. Tim Hashem-
ites have strong links with the

city. East Jerusalem was part

of Jordan between 1946 and
1967 and the king’s grandfather:
and great-grandfather are bur-

ied there. The lung is person-
ally funding renovation work
on Moslem holy rites in tbe

city, including the Dome of (he

Rock mosque.
While Jerusalem is set to be

one of the more difficult stick-

ing points between Jordan and
Israel, the kingdom’s 80-mem-
ber parliament should be less

reactionary to prospects of

peace
,

than its predecessor. The
number of deputies opposed to.

peace bas fallen as a remit of

the multi-party elections held
on November 8.

In bis. speech. King Hussein
said Jordan expected economic
growth or . 6 per cent Ah' tills

year, while inflation would not
exceed 4J> per cent
• The council of ministers
yesterday .unanimously
endorsed next year’s JDLSbn
(£1.4bn) draft budget Reuter
adds.

The budget will be formally
presented to parliament early

next month for final approval.

King Hussein said, local reve-

nue iri next year’s budget
would cover current costs and
a large part of capital costs. He
pledged to continue economic
reforms agreed with the Inter-

j

national. Monetary FundL.

The debt-ridden country has
counted on foreign aid to

reduce chronic budget and bal-

ance of payments rfgflrifa

Philippine-IMF negotiations to resume in January
By Jose Gatang In ManBa

The Philippines’ stalled negotiations

with the International Monetary Fund
for a new economic programme will

resume in January, Mr Howard Han-
dey, the fund's representative in
Manila, said yesterday.

Mr Handey added that Mr Michel
Camdessus, the IMF managing director.

had agreed to visit the Philippines early

next year to review progress in the
negotiations and the country’s eco-

nomic performance.
Mr Camdessus yesterday met Mr

Fidel Ramos, the Philippine president,

in Washington at the end of Mr
Ramos's two-week trip to the US.
Manila's negotiations with the IMF

have been deadlocked over the govern-

ment’s inability to get its Congress to

approve new tax measures aimed at

reducing the deficit.

The Philippines’ last economic stabi-

lisation programme with IMF support

ended In March. Negotiators failed to

secure the funds for a successor
scheme.
The. negotiators been arming- for a
three-year, $800m (£543m) exit pro-

gramme, which would end IMF moni-
toring of tire Philippine economy. How-
ever, local officials have recently scaled,

down expectations to • another
short-term credit facility instead.

Tbe Philippines has been under pres-

sure from its nfftraal donorS'to conclude
a new programme with the IMF on
which further assistance could be
pegged.

Imbroglio boils up for a business emperor
The Elliott affair is extraordinary, even by Australian standards, Nikki Tait writes

L ife for John Elliott, the Mel-
bourne-based businessman,
has undergone an abrupt

volte-face.

A few years ago. he was running a
multi-bill ion-doliar corporate empire
with interests ranging from Courage
and Foster's beer to agribusinesses

and resources. Now the possibility of

criminal charges looms, after a fed-

eral court judge yesterday lifted an
injunction barring the Australian
authorities from investigating or
bringing a case, centred on alleged

corporate theft, against him.

The judge's ruling follows a 17-day

bearing over the merits of that

injunction and could still be over-

turned on appeal an option which
Mr Elliott's counsel quickly indi-

cated would be pursued. But the

delay may be brief. The judge agreed

to suspend any lifting of the injunc-

tion to allow an appeal to be lodged

in "an appropriately short period".

Already the “Elliott affair” has
proved extraordinary, evm by the

rumbustious standards of Australian
business behaviour. For Mr Elliott,

who denies any impropriety, has

countered the threat of criminal
charges with allegations that the

National Crime Authority's interest

in the business affairs of his former
Elders DCL company has been politi-

cally motivated. The NCA, for its

part, has said that Its investigation

stems solely from the possibility of

serious wrongdoing.

At the heart of the imbroglio,

according to statements of claim
lodged by Mr Elliott and an Elliott

associate, are a series of complex
foreign exchange transactions dating

back to 1988. These are said to have

involved Elders DCL, which was Mr
Elliott’s quoted company in the
1980s, the Bank of New Zealand, and

companies connected with execu-
tives of Equiticorp. the failed New
Zealand-based group.

The transactions between Elders

and BNZ are said to have taken
place in January anH September that

year, and resulted in an aggregate
loss to Elders of around A$66.fim

(£29m). Companies connected to

Equiticorp executives, also dealing

via BNZ. benefited by a like amount
at similar times.

T he Elliott camp Haims these

deals were part of a “normal”

hedging operation, related to

Elders' exposure to sterling at that

time. The loss to Elders in New Zea-

land. it is claimed, was made up in

the UK.
But talk of payments between

Elders and Equiticorp is not entirely

new. It surfoced last year, during the
trial of Equiticorp's former chief

executive, Mr Allan Hawkins, who is

now serving a six-year jail sentence.
Mention was made then of a mysteri-

ous “H-fee". One witness said that

he assumed the fee, allegedly paid
from Elders to Equiticorp, was in

some way connected to the bid situa-

tion surrounding Broken Hill Propri-

etary in the mid-1980s, although he
stressed this was an assumption.

Elders had snapped up a near-19

per cent interest in the steel and
natural resources giant, in April

1988; a few weeks later. Equiticorp

followed suit, buying a smaller inter-

est which was eventually sold on to

the late Robert Holmes & Court,

another Australian entrepreneur.

Whatever the outcome of potential

inquiries by the NCA, assuming it is

eventually allowed to pursue them,

the twist is Mr Elliott's assertion he
has been the victim of a political

conspiracy. The former Liberal party

president claims this started in 1989,

before the 1990 federal election, and
was designed to damage both him-

self and the Liberal party.

Justice Michael Foster was plainly

unimpressed. In yesterday’s ruling,

he described suggestions that the
NCA. had abused its powers and
deprived Mr Elliott of his civfl rights

as "rhetorical flourish". While the
judge acknowledged that Mr Elliott

“was being made, as he asserts, a
political target by Labor party pofiti-

edans". he algo said it .“would feka a
quantum leap to infer... that the

NCA had entered into an unlawful

conspiracy with politicians and the

media to attack Elliott's reputation”.

With that in mind, he ruled there

were no grounds for a civil court to

intervene in a criminal matter.

“That the laying of charges against

the applicants should be further

delayed until the ultimate disposal

now charges loom

of these proceedings would, in my
view, be a quite unacceptable inter-

ference with the administration of
criminal Justice in the state of Victo-

ria," he stated firmly.

The drama, like many of Mr Ell-

iott’s previous corporate machina-
tions, looks set to run.

Iraq keeps
up shelling4
of marsh
Arabs
Iraqi troops have continued
indiscriminate artillery bom-
bardments of SMn Arabs in the

southern marshes, although
aerial attacks cessed with the

imposition of a Security Coun-
cil no-fly order, writes Michael
Littlejohns at the UN. A UN
report, prepared by Mr Hans
van der Stoehl, a former Dutch
foreign minister, is a severe

setback for Iraq’s case for the

lifting of sanctions.

It coincides with the current

visit to New York of;Mr Tariq
Aziz, Iraqi deputy primp minis-

ter, who is trying to convince

Security Council members his

.government baa complied with
all relevant resolutions and
should be allowed to resume
unrestricted oil sales.

But Mr van der Stoehl

rejected this argument. As for

the Iraqi claim for sanctions to

be lifted on humanitarian

grounds, be said Baghdad had
refused an opportunity to sell

oil worth up to 91.6bn
(£L07bn). He blamed the plight

of Iraqi civilians, including the

marsh Shias, on the Iraqi gov-

ernment

Ivory Coast
nearer crisis
Ivory Coast edged closer to a
constitutional crisis yester-

day,with the main opposition

party arguing that ailteg Presi-

dent Felix Houphouet-Boigny
is no longer able to govern.
Beater reports from Abidjan.
State-run media maintained

a news blackout ou tiie health
of Mr . Houphouet-Boigny,
Africa’s longest-serving leader,

not seen in public since return-

ing on November 19 from pros-

tate surgery in Europe. The #
Ivorian Popular Front, the
main opposition party, says Mr
Houphouet-Boigny can no lon-

ger nm the country.
Electricity workers staged a

brief strike on Monday and
Abidjan's main hospitals are
due to be hit by a strike today.
Civil service salaries are befog
paid up to three weeks late, an
unprecedented delay.

Jakarta warned
on budget waste
Indonesia, one of the world's
biggest borrowers, is wasting
30 per cent of its development W
budget and may lose more to

expensive prestige projects,
senior economists said yester-

day, Reuter reports from Jak-
arta. Tbe official Antara news
agency and local newspapers
quoted them as telling a con-

ference in Surabaya that cor-
ruption and inefficiency were
eating Into state budgets and
tying the economy to foreign
aid.

Charity pledge
to help Burundi
A British charity yesterday
pledged £100,000 towards the
cost of civilian mediation to
restore

,

stability in Burundi, M
Renter reports from London.

™
Actionaid, which has been
working for 17 years in
Burundi, hoped its offer would
spur governments into action

following a coup attempt there
last month.
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Congress in

deadlock on
gun curbs

NEWS: THE AMERICAS

By Jurek Martin bi Washington

A chaotic conclusion to the
congressional session found
the US legislature yesterday
still deadlocked over the emo-
tional issue of handgun con-
trol, while handing President
BOI Clinton provisional victo-

ries on several other issues.

The House narrowly voted
down the bipartisan Penny-
Kaslcfa bQi, which would, have
forced $103bn (£69.1bn) in extra
spending cuts over the next
five years, and passed the pres-

ident's more modest $37bn
alternative. But the closeness
of the first vote, 219-213, sug-

gests budget-trimming has not
lost steam and the proposed
balanced budget amendment
could pass next year.

The House also finally
approved a campaign finance

reform bill intended, mostly
through voluntary compliance,
to cut the cost of elections.

Substantial differences, how-
ever, remain with the Senate
version and the debate will be
carried over into the session

starting in January, with Mr
niintnn urging, as he has done
all year, a successful resolu-

tion.

But both chambers finally

agreed on a measure extending
unemployment benefits by 13

weeks to those who have used
up their standard six months
of eligibility. This now awaits
the president’s signature.

The continued stalemate
over handgun control dwarfed
all other issues. In the small
hours of the morning. Republi-

cans in the Senate refused to

accept yet another version of

the Brad; bill designed to

impose a five-day waiting
period on handgun purchasers.

Last week It had passed both

chambers in slightly differing

forms and the House late on
Monday night accepted the
compromise version produced
by a joint conference commit-
tee. This includes a five-year

life for the bill, whereas the

Republicans want it cut to

four, as In the Senate bUL
The Republican filibuster so

enraged Senator George Mitch-

ell, the Democratic leader, that

he threatened to call the Sen-

ate back to Washington next

week and to keep It in session
until the bill was passed. Sena-
tor Bob Dole, the Republican

leader, refused to let file bill

come up without a roll call

vote, knowing full well that
many Senators have already
left town for the holidays.

Mr Clinton, however, was
guardedly confident that a deal

could be cut before the day
was out Last weekend an ear-

lier Bapiihniam filibuster was
broken after the party’s sena-

tors were deluged with tele-

phone CflHs demanding the pas-

sage of the bin.

The extent of public pressure

for tighter gun control was
also evident In the aimounce-
ment by Winchester, the fire-

arms manufacturer, that it was
withdrawing from public sale

one of its most destructive bul-

lets in order to protect the
good name of the company.
The Black Talon, it said, would
henceforth only be made avail-

able for purchase by the police

and military

.

This is the cartridge, able to

pierce bullet-proof vests and
expandable on impact, that
had attracted the particular

attention of Senator Daniel
Patrick Moynihan last month.
He proposed a punitive 10,000

per cent sales tax increase on
it.

Dominican Republic

debt cut plan agreed
By Stephen Fkfler,

Latin America Editor

The Dominican Republic's

bank creditors have committed
themselves to an agreement
that will cut the country's
bank debt in half. The accord
requires approval by the coun-

try’s congress. If this is forth-

coming next month, the agree-

ment could be completed by
February, said Mr David Hilton

of the Bank of Nova Scotia,

which heads the country’s

bank advisory committee.
Banks were offered the

choice of exchanging every dol-

lar of debt either for 25 cents In

cash in a buyback, for conces-

sional 30-year bonds carrying a

35 per cent discount to face

value, or for bonds to reduce
interest payments. The accord
coven 3775m (£52Qm) of debt

and $265m of interest arrears.

The government insisted the

banks' cholera should in total

reduce debt 50 per cent, and
that has now teen achieved.

Some 35 per cent of the debt
will be submitted for cash, and
the rest will be exchanged for

discount bonds. The discount
bonds, paying interest at {3

point over Libor, will carry col-

lateral guaranteeing repay-
ment of principal and 12
months of interest

Some six to 10 banks have
not yet committed themselves
to the agreement, but the num-
ber is not sufficient to hold up
the accord. Mr Hilton said.

US plans

to unite

bank
watchdogs
By George Graham
in Waahbigton

The US Treasury yesterday
ondined plans to consolidate

the four federal bank supervi-

sory agencies Into a single
Federal Ranking rnpinfopfion.

Mr Lloyd Bentsen, die Trea-

sury secretary, said the pro-

posal would carry out the
administration’s mandate to

make the economy function

more smoothly by “etiminat-

ing a confixslng and duplica-
tive regulatory structure to

improve efficiency ami deci-

sion-making'*.

Writing In the Washington
Post, Mr Bentsen said the
overlapping supervisory
responsibilities of the Federal

Reserve, the Comptroller of
the Currency, the Federal
Deposit Insurance Corporation
and the Office of Thrift Super-
vision were decades out of
date.

“It is a drag on the economy,
a headache for our financial

services industry and a source
of friction within our govern-
ment It must be replaced,” he
said.

While the Comptroller regu-
lates banks with a national
charter, banks with a state
charter are monitored by their

local supervisory agencies.
But state chartered banks are
also supervised by Hie Fed if

they belong to the Federal
Reserve System, and by the
FDIC if they do not Bank
holding companies and foreign
hanfc* also come under the
Fed, while savings and loan
institutions are mostly cov-
ered by the Office of Thrift
Supervision.

Mr Bentsen pointed out that

a bank bolding company today
might well include among its

affiliates a state-chartered

bank, a nationally chartered
bank and a thrift, and come
under all four federal agen-
cies.

He said the Fed should
retain its responsibilities for

monetary policy and the pay-

ments system, while the FDIC
should stay a deposit insurer.

The Treasury has separately

thrown its weight behind pro-

posals to allow banks to open
branches outside their home
states, but this measure was
blocked in the Senate last

week when Republicans boy-

cotted a meeting called to

draft the legislation.

• Congress has finally passed
a measure to provide funds for

the Resolution Trust Corpora-
tion to enable it to complete
the mopping up of bankrupt
savings and loan institutions.

A. vote in the House of Rep-
resentatives early yesterday
morning provided $18.3bn
(£12J2bn) for the S&L bailout
For more than a year the RTC
has been unable to shut down
failed S&Ls because of Con-
gress's reluctance to approve
necessary fending.

Heart in Europe, hopes on Asia
Warren Christopher tells Jurek Martin why priorities axe changing

FI

I
t would be wrong to infer

that Mr Warren Christo-

pher la perturbed by sug-

gestions that western Europe
fears that the US has somehow
“gone Asian”. But the secre-

tary of state does acknowledge
the “perception”, induced by
disagreements over ' Bosnia,
that there have been transat-

lantic strains over the last 10

months that need to he set

right

So, an Monday afternoon be
invited a small group of Euro-

pean journalists in for consecu-

tive chats, the first such ha has
given with dear intent since

taking over at Foggy Bottom.
Wearing ids trademark dark

pinstriped suit he is, as ever,

supremely courteous and it

there axe additional tines on
his SB-year-old face there were
so many to begin with that
none can be said to denote par-

ticular fatigue. Sitting
cross-legged on an upright
ehflir in the Monroe Room, he
fiddles a little with his black
pen but only ones, when asked
a question, about Italy, does he
fleetingly refer to the briefing

file on his lap.

The message - that Europe
“remains at the centre of our
concerns” - is hardly new,
though the need to repeat It is

intriguing. Succinct opening
remarks point out that of the
six underlying principles of US
foreign policy, the first three -

global growth, Russia and
European security - directly

involve the continent, as does

the sixth, a whole host of other

"global issues”.

President Bill Clinton. Mr
Christopher notes, Is going to

Europe three times next year -

for the Nato mwimit in Brus-
sels and on to Moscow in Janu-
ary, for the 50th anniversary of

the Normandy landings in
June and for the Group of
Seven industrial nations’ sum-
mit in Naples in July. A fourth
trip is also understood to be
under consideration.

Mr Christopher says it has
been “unfortunate that
attempts to find a solution to

the as yet insoluble Bosnian
problem have contributed to

the perception" of disagree-

ment But, he insists, the US
“will carry out our obligations

and take \r\tn account our vital

interests”.

In the Balkans
, these are

“containing the conflict” so it

Warren Christopher: seeking to get the right balance in a poet-cold war world.

does not spread south to Kos-

ovo and Macedonia; humani-
tarian relief; and, if necessary
and Congress is willing, send-

ing a large US military contin-

gent to help enforce any “con-

sensually agreed” settlement
There are many in Washing-

ton, including perhaps the sec-

retary of state himself, who
believe Congress will never
give such approval if asked. AH
he will say is “we do not feel

that . we have sufficient

national interest in order to

put the 100,000 troops into Bos-

nia that we believe would be
necessary to compel a settle-

ment between the parties.”

But he was unrepentant
about an am-Wer comment that

he thought Washington bad
been too eurocentric for too
long. This was “a recognition

of the reality of the cold war
period”. Equally, “the primacy
of opportunity for the US in

Asia is a statement of feet”

; This was oTminimal concern
to him «tnw> US
relations are “note zero sum
game”, in which the focus on
Asia Inevitably meant a ’‘dero-

gation” from' Europe- It was
only the awdAmt q( the G7 cab
endar that sent Mr Clinton to a
summit-in Tokyo and then to

South Korea and perfectly logi-

cal for him to foSow this up
with the Apec session in Seat-
tle last weekend-and meeting
this week with President Kim

Young-sam of South Korea and
President, Fidel Ramos of the

Philippines. .

"

. But there was nothing wrong
- nowwBh transatlantic commu-
- ukations at -tte highest level, -

he ~said- -

*ff you took ahead to

- one'month from now, as Gatt

comes to thr end game, or
: dgta months from now, after *
1 the G7, you’ll see. there has
v been much communication

--tetwwjn ••
>

On Nato^ for which he is foil

erf praise^ he makes the cHplo-

watte point th# the US .thinks

ft important to “reach out" to

the countries of eastern Europe
' and to tlnanporate them into
‘ Nate’s structures in such a

way that it is healthy for them
and healthy for Nato itself.

-Above. all, Bosnia should not
•. be construed as “a failure of

; Nato".

He also brushes off questions

about tension between the US .

andthe UN leadership of its t#
.secretary general, Mr Boutros

Boutros Ghati, only acknowl-

edging “differences of empha-
sis” over Somalia in the now-
abandoned pursuit of faction

- leader General Mohammed
Farah AMeed.
The UN “faces a tremendous

agenda with limited
resources", and “we remain
highly supportive” Of the insti-

tution.

Individual European coun-
/ tries also get high praise, par-

ticularly .Germany. Disagree-

ment over trading with Iran

should not disguise “the over-

. riding reality offriendship aril

. support” between Washington
and BOnn. Relations with
France were “so much jk,

broader” than disagreements ^
over trade, though- he adds
bluntly: “Blair House {the

EC-US agricultural pact] win
not be renegotiated.” The poli-

tics of Italy are for the Italians

themselves to decide. In the
aggregate a whole host of polit-

ical, economic, investment and
cultural connections are too
deep to be .

dismissed.

Mr Christopher crosses the
Atlantic himself next week, en
route to the Middle East He
win attend the Conference on
Security and Co-operation in
Europe meeting in Rome and
European Union, Nato and
Gatt talks in Brussels. He does
not expect the sort of trouble

he encountered last spring on
:his fil-feted Bosnian mission. .

Clinton offers to hold talks with N Korea
By George Graham
inWashington

President Bill Clinton
yesterday offered North Korea
the prospect of talks on. “a
thorough, broad approach to

the issiipa that divide us”.

“If it abandons its nuclear

option and honours its non-
proliferation commitments the

door will be open on a wide
range of issues,” Mr Clinton
said after discussing this strat-

egy with South Korea’s Presi-

dent Kim Yoimg-sam at the
White House.
While Mr Clinton reaffirmed

the US’s “unyielding commit-
ment to South Korea’s secu-

rity”, the approach he outlined

offers a somewhat more placa-

tory approach to Pyongyang.
Mr Kim said Mr Clinton had

promised him that there would
be no withdrawal of US troops

from South Korea.
Mr Clinton’s new approach

resembles in soma respects the
Vietnam “road map" adopted

by the Bush administration in

which cooperation by the Viet-

namese government to .bring-

ing peace bo Cambodia and in.

resolving questions about miss-

ing US servicemen was tied to

a phased reduction in US
restrictions on economic and
diplomatic links.

Besides offering specific
short-term concessions, such
as the cancellation of this

year’s Team Spirit joint OS-
South Korean military exer-

cise. In exchange for North
Korea’s agreement to allow
international inspection of its

midear programme, the US is

expected to indicate the longer-

term gains North Korea could
expect if It. continued to
cooperate with efforts to halt

any military nuclear pro-
gramme it might have.
Foreign policy experts out-

side the Glinton administration

acknowledge the need to nego-
tiate with North. Korea, if only
to build support among other
countries for tourer measures
should the need arise.

They warn, however, about
the danger of making conces-

sions just to persuade North
Korea to remain a member of
the Nuclear Non-Proliferation

Treaty, while doing nothing
about suspect sites believed to
be part of a secret nuclear pro-

gramme.

Growth dive adds to political jitters in Venezuela
Joseph Mann on stagnation in one of the world’s fastest-growing economies — and in an election year

V enezuela's economy, which and a spokesman for an important
between 1990 and 1992 Industrial association,

posted one of the world’s “Investors are on stand-by." com-V enezuela's economy, which
between 1990 and 1992
posted one of the world’s

highest growth rates, has gone into

a steep decline in this, an election,

year.

A combination of weak interna-

tional oil prices, political upheaval

and tbe uncertainties posed by
national elections on December 5

slowed real gross domestic product
growth during the first hall of the

year to a negative 2J per cent
compared with the first half of
1992.

Some government officials are
predicting full-year 1993 growth of

about 1 per cent - compared with

73 per cent in 1992 and 10.-1 per cent

in 1991. This Is well below official

estimates of 2-4 per cent growth
made a few months ago, and 5 per

cent at the beginning of the year.

Even this may be optimistic.

Many businessmen in Venezuela
are expecting worse results. “To be
sincere, l don’t think we’ll see any
positive growth this year at all,’’

said Mr Rafael Alfonzo Hernandez,
executive director of Alfonzo Rivas,

a large processed food company.

and a spokesman for an important
industrial association.

"Investors are on stand-by." com-
mented Mr Alejandro SzUagyi, a
Venezuelan business consultant
who works with domestic and inter-

national companies. “At best, we're
stagnating this year, and we could

have negative growth."
Part of this is because petroleum

exports, which account for most of
Venezuela’s foreign income, have
been hurt by weak international oil

prices. Political turmoil during the

year - including the removal of an
elected president, a wave of unex-
plained bombings and concern aver
a possible military uprising - has
damaged investor confidence in

many sectors.

On the positive side, Venezuela
has been able to maintain strong
international reserves as the central

bank kept interest rates high.
Reserves at the end of October were
Sl2.6bn, down 2.9 per cent from
year-end 1992 and equivalent to just

over a year of Imports.

Unemployment has also fallen

this year - to 69 per cent at end-

June from 8.4 per cent a year ear-

Caldera: leads the pack but ambiguous on economic policy

Her, but that is likely to worsen
next year as many companies -

including the state oil company
PDVSA - reduce personnel-

inflation though could rise to 40
per cent or more this year, in part

because ofa 10 per cent value added
tax that came into effect on October
1 as part of the government’s effort

to close its fiscal deficit. Even
before the tax took effect, many
retailers raised prices sharply.

The government has little room
for manoeuvre. Lower oil prices
have cot tax remittances by PDVSA
and the central government Is so
low on funds that it is postponing
tens of millions of dollars to pay-
ments to local suppliers until 1991
Meanwhile less than two weeks

before the presidential, congressio-

nal and state elections, it is still far

from clear who the next president

will be or what economic policies he
will advance.
There is considerable willingness

among Venezuelans and foreigners

to invest,” Mr Szilagyi said. “A_lot

of projects are waiting for the elec-

tions to provide some clear policies

for the future." While private
investment remains active to some
economic sectors, especially among
foreign telecommunications compa-
nies, it is generallydown from 1992.

The four leading presidential can-

didates have said they would deal

with key problems such as the gov-

ernment’s fiscal deficit, inflation,

high real interest rates, external
debt falling public services and
demands for higher wages by public

sector employees. So far they have

been short on specific policies.

Forma: president Rafael Caldera,

77, leads the pack of 18 candidates
to virtually all public opinion polls.

He has expressed strong opposition

to bee-market reforms initiated

nearly five years ago. However, to
meetings with International inves-

tors outside Venezuela, the ex-presi-

dent's advisers have suggested that

a Caldera government might main-
tain some reforms and would
encourage private investment. -

The other main candidates, to
order of public support reflected to

the polls, are Mr Oswaido Alvarez
Paz, 50, a former state governor
who is standing for the Christian
Democrat Copei party; Mr Andres
Velasquez, 40; a labour leader and
state governor who represents the
leftist Radical Cause party; and Mr
Claudio Fermin, 43, a former mayor
of Caracas who is the candidate for

the Democratic Action party.

Both Mr Alvarez ima Mr Fermin
argue that market reforms, among
others, must be continued to Vene-
zuela. Mr Velasquez offers a mix of
pro* and anti-reform policies.

Pollsters say that a large number

of potential voters (perhaps as
many as 3540 per cant) are still

undecided or are “soft", that is,

they couM change their preference

by election day.
The last days of the campaign

have been complicated by renewed
rumours of a coup d’dtat. and by a
military investigation of the secre-

tary general of Radical Cause. The
military have accused Mr Pablo
Medina, a member of Congress and
long-time leader of the party, of
receiving a cache of automatic
weapons stolen from a Venezuelan
army base last year, and want to
coart martial him' as an accessory
to military rebellion. Mr Medina
and his party deny the charges, say-

ing the armed forces ami others are
trying to damage his party’s image
soon before the election.

Radical Cause, whose members
indude former Marxists, is expected
to obtain a significant share erf pro-
test votes next month and to win an
important block of congressional
seats. In Venezuela’s confused polit-

ical atmosphere, it is not clear
whether the charges will hurt the
party or pull in more votes.
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niffldmtry fears missing outon deal Satellite operator’s sell-off will

and abb Kantor-Brittan talks make a world of difference
expand
eastward
Siemens and Asea Brown

m Boven, two of Europe's Idlest
engineering groups, have
announced joint ventures in
Russia and China respectively
as they seek to expand their
presence in fast-growing mar-
kets,-writes Andrew Baxter. - .

Siemens is taking a-32 per
cent stake in Moscow-based
Interautomatlka, which will
handle the engineering, sales
and marketing of its instru-
mentation and control (I&Q
equipment for fossil-fuelled
power stations.

ABB has reached agreement
with Beijing-based Beijing Rec-
tifier Plant to makft digital con-
verier equipment for electrical
drives. The venture will be
majority owned and managed
by ABB.
The importance of the Asian

market was underlined yester-
day by GEC Alsthom, the
Anglo-French engineering
group, which has won a turn-
key contract of about gflssm to
build a 2xiOOMW coal-fired sta-
tion for PLN, the fnrinrw»gf«Ti

power generator.
It has also signed a $200m

(£l34m) contract with Power -

Grid Corporation of India to.

supply a turnkey high voltage
direct current convertor sta-
tion to link the Western and
southern regions of the coun-
try’s electricity networks,

r* • Rolls-Royce and Westing-
Vhouse have announced the-first 1

order for their new power gen-
eration package based on the

i

industrial version of the Trent
aero-engine. Polsky Energy
signed a tetter of Intent for the
package for use in Quebec,
Canada.

VW and Thyssen
join Vietnam queue

Volkswagen and steelmaker
Thyssen of Germany have
made a joint proposal to mate
cars and components in Viet-

nam. Renter reports from
Hanoi
Vietnam's heavy industry

minister, Mr.Tran .Um. ,$u&.
Renault, Peugeot, Mercedes-
Benz, Chrysler, General
Motors, Toyota and Mitsubishi
had also shown interest South
Korea’s Daewoo is also under-

;

stood to have made proposals.

The attractions of Vietnam,
are government policy increas-

ingly geared to foreign invest-

ment cheap labour and .a mar-

ket of 70m people currently

moving from the bicycle to the

motorcycle as their main
means of transport, with car

ownership growto&
Vietnam has three: motor

plants - a Japanese-South Kor-

ean company assembling four-

ty wheel-drive cars, a joint van-
’ ture between Mekong and

Flat’s Iveco making trucks and
buses, and a Fhilippme-Viet-

namese concern making Maz-

das and Kias.

Mr Martin Posth, VW board

member responsible for Asia,

said the plan was to start by
manufacturing about 2,000

semi-knockdown cars a year,

then start construction of com-

plete knockdown cars. Local

content would increase and
workers would - get more
advanced training.

Koala Lumpur tower
* contracts awarded

Japanese and South Korean
companies have won the main

share of multi-million-dollar

contracts to build two 88-storey

towers in the centre of Kuala

Lumpur, KJeran . Cooke
reports.

The Kuala Lumpur City Cen-

tre Company, In charge of

building what will be two of

the world’s tallest structures,

awarded separate contracts,

each worth M£467m ($I8Sm), to

groups led by the Hazama Cor-

poration of Japan and Sam-

sung of South Korea.

Otis of the US has been

awarded a M$140m sub-con-

tract to supply 29 doubledeck

lifts and nine single-deck fifts

for each of the towers.

go into second day
By Kancy Dunne
in Washington -

US industry lobbyists waited
anxiously yesterday as failka nn
the Uruguay Round between
Mr Mickey. Kantor, US trade
representative, and Sir Leon
Britton, the EU. trade conunis-

- sioner. went iirio a second day.
AH. that .has emerged so for

is an enigmatic siinmnwmwwt.
that Sr Leon would be meet-
ing President TftfTT fHin+na for a
10-minute ?photo opportunity",
and. a -polite disagreement*
between the two sides over
whether Mr Clinton had
invited Sir Leon or vice versa.
Indications are that an agri-

culture the US might consider
attaching a side tetter to the
controversial House
accord to “clarify" the deal in a
way that might satisfy French
objections. There was also the
possibility oftechnical changes
in the . process of converting
quotas to tariffs which might
help eato the stalemate.

Mr Harry Freeman, head of
the MTN Coalition, which aims
to lobby a Gatt deal through
Congress, _sai± “With a Gatt

deal creeping up fast, industry

Portugal
prepares

telecoms
sell-off
By.Pater Wise to Lisbon and
Andrew Adonis In London -

The Portuguese government
appears ready to decide in the

next few weeks on merging
the country’s three telecom-
munications operators Into

one, leading to partial privati-

sation.

The • sale* * provisionally
scheduled for some time

. between December next year
pi May 1996, would increase

totbreq-thfi,number jot tele-

mmmnnfriiflnifc privatisations
Hkdy in Burapelnthe next 18

months. Denmark and the
Netherianda plan to float part

of their state operators next

year.--

Portugal is likely to seek
bids for a “strategic partner

0

for the unified company. - -

Its telecommunications are

currently managed by Tele-

fones de Lisboa e Porto (Ilf),

which covers commimicatlons
in lisbon and Oporto, Telecom
Portugal, which handing calls

in tiie rest of the connlry and
connections with Europe, and
Marconi Compairift Portugnesa

de Radio, which deals with
intcaxonttnental telecommuni-

cations- The state owns 100

per cent ofthe first two and 51

per cent of the third.

As a preludeto the rational-

isation, the government ear-

lier this year formed Comuni-
cacoea Nationals (CN)t a
holding company to manage
the state’s interests in the

. three companies. CN will first

merge TCP and Telecom and
then begin negotiations with

the private shareholders of
MareonL *

Initially, privatisation is

expected to be limited to . a
stake of 30 per cent or less.

“We will hope for as much
fiaHnnal investment as posa-

ble,” said one source, ’hot we
will not put up any terriers to

international participation in

the privatisation operation.”

In a second stage, it is expec-

ted that op to 49 per cent will

he privatised.

Although Portugal has
hardy 30 exchange tines per

100 people, financial necessity

is not believed to be a driving

fence. Officials claim that Por-

tugal’s telecommunication
companies will be “fully capa-

ble" of generating the
Esl50bn-Es200bn ($862m-

$i.l5bn) a year needed to

bring the Portuguese network

up to tiie standard of those in

the more advanced European

Union states.

Greek shipping

line orders ferries

By Korin Hope to Athens

Mmoan Lines. Greece’s largest

passenger shipping operator,

has placed a DrS8to ($l52m)

order for two ferries with

Fosen MEEC Verksteer, the Nor-

wegian shipbuilders.

Minoan, based on Crete,

wants more capacity for larger

vehicles on its main route

between Greece and Italy and

to cut the journey time to less

than 24 hours.

The Adriatic crossing has

become the main link with

western Europe Cor both Greek

exporters and tourists travel-

ling by road since the war in

Bogina blocked the overland

route through the former

Yugoslavia.
|ur»rtrt»w Lines said the 31.000-

ton ferries would carry 200

camper vans and 150 trucks

each, together with 1,500 pas-

sengers. The first will be deliv-

ered in spring 1995.

The company operates 10 ter-

ries in the Adriatic and eastern

Mediterranean and carries over

im passengers a year.

groups are getting quite fearful

of being left out at the end of
the day."

Unlike the North American
Free Trade Agreement, which
most of industry supported,
this one will produce winners
and losers. There are domestic

groups which want stronger
antidumping laws, and export-

ers who want them weakened.
The retailers’ interests are at

odds with the textile and
apparel industries. Those
which want tariffs phased out
may find their products taken
off the table.

One of the most prominent
lobbyists, Mr Jack Valenti, a
former presidential speech-
writer and long-time head of
the. Motion Picture Associa-
tion, was dfimanHing an SUdiO-
visual agreement which would
free new television technolo-

gies from EU restrictions and
guarantee equal treatment for
foreign and ijorapfitin filmc and
television programming.
Mr Valenti hinted at a will-

ingness to compromise on the
EU*s current voluntary quota
system for television pro-
grammes. An EC-proposed
standstill on protection might

be acceptable, he said,

“because only the French, Ital-

ians and Spanish have any
quotas, and only four or five

other countries have them in
the rest of the world."

However, still angry about
French rejection of a US car-

toon network, Mr Valenti
insisted that no limits would
be acceptable on fibre optic sat-

ellite-delivered programmes
and other forms of pay televi-

sion.

Another issue on the agenda,
market access, was getting
close scrutiny from the Semi-
conductor Industry Associa-
tion. which has long sought an
elimination of electronics tar-

iffs against EU opposition. The
SIA saw its hand strengthened
last week when 10 of the 14

Asian-Pacific countries, includ-

ing South Korea, agreed at last

week's Seattle summit to sup-

port duty-free status for elec-

tronics providing there were
“comparable commitments
from our trading partners".

The SIA has the support of

its European counterpart for

“improvements'’ in the current

negotiating draft on intellec-

tual property rights.

By Daniel Green

The international commercial
satellite industry is on the
verge of a transformation,
thanks to a plan by Inmarsat
to turn itself from a
quasi-public sector satellite

operator into a private-sector
company.
Inmarsat has assets of Slbn

(£600m) and annual sales of
almost $400m, which have been
rising since the 1980s at more
than 20 per cent a year. If it

succeeds in re-inventing itself

it would be a powerful rival in

the private sector to the likes

of Motorola, the US electronics
company, in the race to create
a global mobile satellite

network for portable tele-

phones by the end of the cen-

tury.

The plan, revealed last

month, is that the organisa-
tion’s 70-plus partners - the
world's telecommunications
companies and authorities
including British Telecom and
France Telecom - should be
able to trade their
holdings.

It sounds simple, but it

would mean a profound change
in the way the organisation
works.
Inmarsat is the Cinderella of

the satellite and telecommuni-
cations industries. It was ere-

Inmarsat has
assets of Slbn
and annual
sales of almost
$400m, rising

since the 1980s
at over 20 per
cent a year.

ated by inter-governmental
treaty in 1979 to plug a gap in

the fast-growing world of satel-

lite telecoms: the provision of

telecommunications services to

ships, especially those from
poorer countries which could

not afford to offer even emer-
gency satellite links.

This public-service duty has
since been eclipsed by the
explosive growth in mobile
telecommunications. Inmar-
sat's sales have almost quadru-
pled in the space of five years
as it has expanded into porta-

ble satellite communications
for emergency services, the

media and airlines.

Inmarsat’s partners believe

there is huge value locked up

in their holdings, “substan-
tially more than the [Slbn]

asset value”, says Mr Bruce
Crockett, chairman of Comsat,
the publicly quoted US com-
pany, which is the biggest
stakeholder in Inmarsat with
25 per cent.

There is also a pressing com-
mercial need for Inmarsat to

distance itself from its part-
ners. Many of them are state-

owned, non-profit organisa-
tions. and private-sector com-
panies are trying to exclude
Inmarsat from sectors in which
they compete.
Inmarsat's assailants, led by

Motorola, have a point Thanks
to the inter-govemmental
treaty and the links with its

partners, Inmarsat has tax and
regulatory advantages over the

private sector.

In the past this has mattered
little because only Inmarsat
used satellites and offered a

single global network.
But Inmarsat's monopoly is

being challenged by Motorola

and other large US electronics

companies. They all want to

create their own global mobile
telecommunications services,

based on satellites, and they
argue that Inmarsat in its pres-

ent form would be an unfair

competitor.

Inmarsat recognises the
threat to its operations, and is

prepared to rise to the chal-

lenge. Its director-general. Mr
Olof Lundberg, says: “If we are

going to join the commercial
world, we need a new set of

attitudes. We need to remake
ourselves. Several groups are

now preparing to tackle us
head on."

But time is short Motorola's

consortium has already raised

SlOOm in cash and another
STOOm in pledges as the first

stage in financing its mobile

satellite telephone project,

called Iridium.

Inmarsat will propose wbat
will in effect be its privatisa-

tion in the first quarter of 1994

and, if all goes to plan, begin

the process in the Final quar-

ter.

Others may follow: Inmarsat

has a sister organisation,
Washington-based Intelsat, and
a pan-European cousin. Eutel-

sat. Their structures are much
the same as Inmarsat’s.

Intelsat and Eutelsat do not

face the same pressing need to

change. Nevertheless, they will

be closely watching Inmarsat’s

progress.

If they decide to follow, the

world of telecommunications
will be changed beyond recog-

nition as buyers of telecommu-
nications services find a new
group of suppliers knocking at

their doors.
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Cost of
house loan

lowest for

15 years
By Andrew Taylor,

Construction Correspondent

The cost of monthly mortgage
repayments, on loans to buy a
home, in relation to average
earnings has fallen to the low-
est level for is years following
yesterday's interest rate cuts.

Nationwide, Britain's second
largest building society (home
loans and investment institu-

tion) reduced its mortgage rate
by 0.25 per cent to 7.74 per
cent.

The last time the mortgage
rate was this low was in 1568.

As a result, monthly mort-
gage repayments as a propor-

tion of first Hnu> buyers' aver-
age monthly income is

expected to fall to below 13 per

cent for the first time since
1978 - when repayments
accounted for under 12 per
cent of average earnings.

At the peak in 1990, first

time buyers were spending
more than a quarter or their
monthly income on mortgage
repayments, according to fig-

ures compiled by the Council
for Mortgage Lenders and the
Environment Department.
The figures take account of

house prices, which have fallen

sharply in recent years, as well

as movements in salaries,

interest rates and mortgage tax

relief.

Yet, in spite of the decline in

prices and mortgage interest

rates, the UK housing market
remains at a low ebb.

Sales this year are likely to

have risen by about only 5 per
cent from last year's low of

I.14bn, according to figures
based on legal contracts for

home purchase published by
the Inland Revenue. This com-
pares with about i.5bn transac-

tions in average year and a
peak of 2bn sales in 1988.

Average house prices which
have fallen by up to 30 per cent

in East Anglia and southern
England since the late 1980s

are forecast to have recovered

by about only 2 per cent this

year by Halifax, Britain’s big-

gest building society.

Fear of unemployment and
concern about the state of the

economy is continuing to

inhibit potential house buyers
and depress prices, say mort-

gage lenders, house builders

and estate agents.

The rate or general inflation,

which progressively reduced
the real cost of mortgage
repayments while increasing

the value of borrowers homes,
has fallen since the 1970s and
1980s reducing the financial

advantages of home ownership.

Guerrilla war over

heart of the party

D eep in the bowels of
Westminster, a guer-
rilla war is raging. The

outcome will show how far the

Conservative party has recov-

ered from the deep divisions of

tbc Maastricht debate. Some
Tory MPs say it could even
determine the future of Mr
John Major's government
The conflict has little to do

with the legislative programme
or the debate over the contents

of next week's Budget. It is far

more important than that.

The battleground is the
annual elections, due tomor-
row for the executive of the

1992 committee, the backbench
(rank-and-file) organisation
which represents all Conserva-
tive MPs who have failed to

find, or have lost, a place in

the government.
The battle lines are clear cut.

On the right stands the
Thatcherite 92 group which
provides a ideological home for

the party’s Eurosceptics, hard-
line free marketeers and social

conservatives.

On the left stands the newly
formed Mainstream Group
which comprises a mixture of

social liberals, economic inter-

ventionists and enthusiasts for

the European Union.
Mainstream regards itself as

a "loyalist" group, seeking to

ease pressure on the prime
minister from the sometimes
caustic 92 Group.
Traditionally, the 18 strong
executive of the committee has
sought to act as a conduit to

Downing Street and the prime
minister for the views of both
wings of the parliamentary
party. Out the the traditional

role required a fragile balance

between left and right.

Tlie balance began to break
down in 1989. when Sir

Anthony Meyer, an MP on the

party's left, stood against Mrs
Margaret Thatcher for the

leadership of the party. Sir

Anthony lost heavily. But the

election precipitated a more
serious challenge from Mr
Michael Hcseltine. which led to

Mrs Thatcher's replacement by
Mr Major.

The right, which had domi-

nated the party throughout the

1980s. extracted its revenge in

Kevin Brown
previews a vital

vote for the ’22

last year's elections for the
1922 committee executive,
when candidates backed by the

92 Group swept the board.

But leftwingers are crying
foul. They say the right
cheated by enlisting candidates
before the 1992 election and
used its power on the commit-
tee to misrepresent the balance
of opinion in the parliamentary
party.

This year, the left is better

organised. The long-standing
Lollard group has joined hands
with the pro- Brussels Positive

Europe group to Held a single

Mainstream slate.

On paper, the Mainstream
group has about 100 votes,

compared to about 90 far the 92

Group. Observers say the ideo-

logically focused 92 Group can
probably rely on most of Us
members to follow voting
instructions. But the less cohe-
sive Mainstream group has
found it difficult even to pro-

duce an agreed slate.

On the other hand. Main-
stream can count on the votes
of many of tbe 60 or so parlia-

mentary private secretaries -

unpaid assistants to ministers -

who are entitled to vote.

Ministers deny rightwing
claims that Downing Street has
organised a discreet campaign
to corral! the PPS vote. But
there is little doubt tbat most
of the PPSs will vote for candi-
dates regarded as loyal to the

government.

A victory for the Mainstream
group would be a significant
boost for Mr Major. But it

might not end the simmering
Tory civil war, especially If the
result is not clear cut,

"We have never been more
divided in our history than we
are at the moment. We are try-

ing desperately to get over it,"

said one promunent back-
bencher. But if the right loses

and turns into a sort of
detached rump, they will not
only split the party, they will

destroy it.”
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Psychologists yesterday added
their voice to the clamour of

pre-budget advice to tbe chan-

cellor. The psychological
Impact on consumers of an
extra penny or two on income
tax would be acceptable, they
said, but an extension of VAT
would not

In its first ever budget brief-

ing, the British Psychological

Society said the chancellor of

the exchequer's priority in
next Tuesday’s Budget should
be to bolster consumer confi-

dence, so that the UK contin-

ued to pull out of recession,

while at the same time tack-

ling the government's $50bn
budget deficit.

“People would be very wor-
ried about any zero-rated
goods getting VAT because
they are uncertain about how
indirect taxation affects

them,"' said Professor Cary
Cooper of the University of
Manchester.
“Bnt most people realise

there's a big budget deficit and
they would accept one or two
pence on income tax because
they understand better how
direct taxation affects them -

It would give them a better

sense uf control.” The BPS
said City opinion would be
more receptive to an extension

of VAT to some items.

By Cfive Cookson,
Science Editor

A policeman leads a witness away Grom a garage near Manchester after two Department of Transport investigators were shot dead
by a man with a shotgun. The officials were thought to be investigating part of Britain's £6m a year trade in false vehicle test
certificates. Motor traders offered a £25,000 reward for information. Stolen ‘MoT’ certificates can fetch up.to £60 «»fr

wins

By John WRtmmv
PubHe PoBcy Edttor

; .

The contract for operating the

UK government’s Inland. Reve-

nue computers that process
data for income tax and-corpo- :

.

rattan/tax has bedn awarded to .

EDS-Scfcon, a subsidiary, of
Geaiieral Motors.

.

This Is the first time that a
government hag ongtracted out
the data processing , of confi-

dential - tax
1

information,

.

though EDS alreai^ processes
sensitive data for

.
the

,
US.

Defence department .

The - company - will- be
required to cany but all pro-.

raffling rvTmnfidpnHfll fnfrnrna.

Hon in the UK. Access, to the

information will not be.allowed

from outside theUK.
The contract Is said by the

Inland Revenue to be worth
“well over £lbn over the next
10 yeans”, which will make it

Europe’s largest data process-

mg outsourcing deal.

•vThe decision ta award the
-contract to.a 13$ company, was
criticised last night by the

-IRSF tax staff unton. Mr Clive

Brooke, union general secre-

tary, said It wasrregrettable
- that the staff had:' not been

.

showed ‘ to, make a -bid to pro-

vide the service*

.

r
.

‘

SubjecttothesucessMam-
duswn of discussions over the
.details of the contract, same
2,000 govmtahent'administra-
tion staff in; the Revenue's
Information .Technology Office

wfll begin the transferto EDS-
Sacon in April 1994.

• The transfer fa expected, to

be covered by the Transfer of
Undertakings (Protection of
Employment) 1962 regulations.

Government service terms arid

conditions will therefore be
preserved for staff who trans-

fer. 1 •

The Revenue expects that a
“strategic partnership" with

EDS will make it easier to

.upgrade the department's com-

;
puter operations, using

.

new
-systems development tech-

This will make it easier to

change-the tax system over the

writ decade with the arrival of

"

self-assessment, assessment of

aH tax bh a current year basis
"

and tto abolition -of separate

tax schedules.
1

' •

.

•

^
Tlfe. d^a«meiti is reorganis-

ing ite-'dperaHatts 'to improve

customer service In- part by
maTHng j; single tax office

responsible for each taxpayer.

Bulk clerical and processing

wort; win be concentrated in

laige regional back offices.

• EDS lias also won a five-

year contract to provide IT ser-

vices for the new parking
enforcement regime in London,

under winch the capital’s local

boroughs are responsible for

enforcing restrictions and col- /$
lecting fiTiffi from motorists.

Tax fears

are ‘all in

the mind’
From chemistry to candy bars, more
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y Bankers
face class

NEWS: UK

By ABson Smith

Bangng ethics, should be
as a separate subject In

professional training courses,
to counter the competitive and
commercial pressures facing
Makers, Mr Laurence Sirov
man, the banking ombudsman,
said yesterday.

^
BIr Shunnan highlighted the

Pressure to "oversell" insur-
ance products, because the
commission was very profit-
able, This was, he said, only
one example of the tncreas-m„g*y competitive environment
whidi led him to believe that

'

banking ethics should be
™*ght as a formal subject in .

order to underpin the code erf
banking practice. The code Is
currently being reviewed.
But Hr Shorman said also

that the numbers, of new com-
plaints against banks. in the.
year to September showed
signs of levelling out -

Mr James Molyneaux last
g«nt dealt a serious

.
blow to

the Major-Reynolds peace Ini-
“attva, wambig tbatefforta to
Persuade Dublin to drop its ter-
ritorial claim, over Northern,
irdaxid were probably doomed.
But-toe Ulster l&ionist party

coupled this with a sur-
Jridngiy. upbeat assessment of
the prospects.for agreeing a
farm <tf devolved government
fw the province.
.^Downing Street welcomed
Mr Molyneaux’s support for
eftorte to agree new govam-
toeait stmehnes tor the prov-
ince but would nwln> no direct
comment on his criticism of

it blow to joint peace
David Owen in parliament on the Ulster debate

plan

the MaJor-tteynolds initiative.

It said its thscusslons with the

Irish government would con-
tinue.

Mr Molyneaux’s strongly
worded Commons statement
came as Mr John Major - who
yesterday diseased the situa-

tion in the province with cabi-

net colleagues - signalled his

determination to test the IRA's
willingness to agree to end its

use of violence for good.
“There do seem to be some

suggestions that the IRA may
be thinking about an end to

violence," the prime minister

told MPs, in his first public
acknowledgment of the possi-

bility of such a change in the

terrorists' thinking.

Intelligence reports seen by
Mr Major - who will today
meet Rev Ian Paisley, leader of

the hardline Democratic
Unionist party - have sup-

ported the view that Mr Gerry
Adams, leader of Sinn Fein,

the political wing of the IRA,
may be ready to call a halt to

the violence. This has in turn
raised hopes that the IRA's tra-

ditional Christmas cease(ire

might offer an opportunity for
a more durable cessation.
Mr Molyneaux told MPs that

the British and Irish govern-

ments appeared to have made
“no progress whatever" in

their talks on Dublin's territo-

rial claim over the province.

He said there was no reason
to question the judgment of Mr
Albert Reynolds, the Irish
prime minister, that he wonld
he defeated if he submitted this

claim to a referendum in the
republic.

Plans to open up milk industry could bring ‘chaos’
By Deborah Hargreaves

'Plans for opening up Britain’s
milk industry are unworkable
and proposals for a new pric-
ing structure could, result in
“chaos,*' the Dairy Trade Fed-
eration said yesterday.

Mr Jim Mcflfichael-Phillips,

chairman, representing
Britain's dairy companies, said
the proposals for freeing up the
milk industry would inhibit
the development of competi-
tion and lead to higher prices.

The government plans to

open up the milk market in

April following the abolition of

tbe Mflfe Marketing Board - its

Statutory purchasing scheme.
The consultation period over
proposals by the board to reor-

ganise itself as Milk Marque, a

voluntary farmers' coopera-

tive, ends on Friday.

Mr McMichael-Philllps said

the government should appoint
an independent body to moni-
tor changes in the milk market
for a two or three-year transi-

tional period. He believes that

Milk Marque will exploit its

>bwparties Citibank than any other bank.

iber
,4
*£ars.

' jilt’s

expertise and experience in emerging markets -over

90 years in Asia., and 75 years in Latin America.

because the cm never sleeps.” CITIBANK®

Britain in brief

"Nor should anyone assume

that the approval of his elector-

ate would be given in return

for a British surrender to the

demands of Mr Adams.”
He went on: “The disastrous

juxtaposition of discussions mi

political progress with the

price demanded by the IRA in

return for a halt to murder
means in effect that Her Majes-

ty's government is being
required to do a deal, not with
Mr Reynolds, but with Mr
Adams.”
“No amount of diplomatic

verbiage can conceal that

uncomfortable fact that Dublin
is merely the conduit.”

STT; r * -;•'/•> v,

dominant position in the mar-
ket to raise prices and give
poorer service to buyers.

The price auction proposed

by Milk Marque for setting

prices in the new free market
gives it Ear too much discre-

tion, the federation sakL

Simpler deal

sought on
BCCI debts
The liquidators to the Bank of
Credit and Commerce Interna-

tional are to push for a far

simpler agreement on behalf
of creditors with the govern-
ment of Abn Dhabi, the major-
ity shareholder in the bank.
In a statement issued yester-

day, the liquidators from
accountants Touche Ross in

London said they would be
pursuing a number of “paral-

lel strategies” following rejec-

tion of their plans by the Lux-
embourg courts.

It said: “In particular, the
liquidators intend to seek to

re-establish a dialogue with
Abu Dhabi with a view to
determining whether any new
plan can be developed for tbe

benefit of BCCI creditors.”

Fund-raisers

return to NolO
The crisis in the Conservative

party's finances has forced Mr
John Major to drop a self-im-

posed ban on entertaining elite

groups of past and potential

donors at 10 Downing Street

After a warning from party

treasurers that it has virtually

no money to fight next year's

European and local elections.

Mr Major is hosting a series of

dinners at Downing Street for

wealthy corporate and individ-

ual contributors.

Taylor quits

England job
Six days after England beat
San Marino 7-1, but still failed

to reach the World Cop Finals

in the US. manager Graham
Taylor resigned.

British bookmakers
installed Howard Wilkinson,
who took Leeds to the league

title two seasons ago, as the

clear favourite for the
full-time job. Among other
contenders are Kevin Keegan,
a former England star who is

now in charge at Newcastle,

Aston Villa’s Ron Atkinson,
Gerry Francis of Queens Park
Rangers and Steve Coppell,

former manager of Crystal

Palace.

Birmingham
hits back
Birmingham City Council,

wriggling under the charge
that it has spent too much on
international facilities and not

enough on education, counter-

attacked with the publication

of a calculation that these

facilities support 16,800 jobs in

the West Midlands.

The calculation is contained

in the summary of a report,

commissioned from KPMG
Peat Marwick, accountants,

which considers the local and
regional economic impact of

the National Exhibition Cen-

tre, the International Conven-

tion Centre and the National

Indoor Arena.

M-ways plan to

cost much more
A government programme to

widen 600 miles of Britain’s

motorways Is expected to cost

nearly twice the original

£3.4bn estimate and will not

be able to tackle the most con-

gested motorways first Finan-

cial and environmental con-

straints will mean that some
stretches cannot be designed

to meet forecast traffic

demand and some projects will

have an expected life of just 15

years instead of the normal 40

years.

These are among the find-

ings of a highly critical report

by tbe National Audit Office,

which reviews government
spending programmes.

Regulator to

probe net book
A surprise decision to re-exam-

ine the net book agreement,
which governs the retail price

of most books sold in the UK,
was announced yesterday by
the Office of Fair Trading.

Sir Brian C-arsberg, director

general of fair trading, said

that it was more than 30 years

since it was ruled that the

agreement did not operate

against the public interest

Because of changes in the

economics of publishing in

that time Sir Bryan said: “We
must now consider the possi-

bility that the court would
reach a different judgment
today on the effects of the

agreement.” The NBA allows

publishers to decide to offer

their books for sale at a mini-

mum net price.

Schools ahead
of colleges

Schools still appear to deliver

a higher standard in academic

exams that sixth form col-

leges, according to govern-

ment A-level figures-

Bat the complete data on all

the A>level exams taken In the

state sector, available for the

first time, shows that deprived

areas are capable of strong
academic performance. Shef-

field produced the strongest

results in the country.

Jeans jobs

for Ulster
American jeans maker Lee is

to recruit an extra 100 workers
in Northern Ireland as part of

a £4m expansion plan, it was
announced today.

The company, which
employs 473 people in the prov-

ince, makes jeans under the

Lee, Wrangler and Maverick
labels for the European market
at plants in Londonderry and
Newtownards, Co Down.
The investment, which is

backed by the government’s
Industrial Development Board,

was “further recognition by a
major US corporation of the

competitive advantages of

Northern Ireland as a cost-ef-

fective manufacturing loca-

tion”, said Ulster industry min-

ister Robert Atkins.

BT operators
in strike ballot
BTs 9,078 operators working
in telephone exchanges begin

a postal ballot today on
whether or not to support
industrial action against the

company's plans to reduce and
withdraw allowances for night

and weekend working, holi-

days and international work.
Voting is due to close on
December 15.

Safety record

best ever
The number of deaths from
accidents at work in the UK is

the lowest on record the
Health and Safety Executive

reported. The commlsson’s
annual report said 430 people

had died in workplaces in the

year to March 1993 compared
with 473 in the previous 12

months.
The rate of fatal accidents

within the UK has also fallen

for the third year running. It is

expected to be L3 per 100,000

employees this year, less than
a quarter of that at the begin-

ning of the 1960s and half that

of the early 1970s.

Sabotage is

threat to data
Deliberate sabotage by dis-

gruntled employees is the big-

gest threat to a company’s
information systems and the

hardest to combat, according

to a survey sponsored by the

Department of Trade and
Industry and International
Computers.
The survey of 24 of the UK’s

largest companies revealed

that a quarter have had their

data security breached bat
only one in 10 have compre-
hensive insurance cover. Com-
puter fraud, hacking and other

security breaches are esti-

mated to cost UK business

more than £lbn a year.

Waste levy can
be ‘justified’

A new levy which would
sharply raise the cost of put-

ting waste in landfill -

licensed rubbish dumps -

could be Justified on environ-

mental grounds, a report com-
missioned by the government
suggested. A subsidy for inci-

nerating waste might also be

justified, the report says and
some incineration schemes can
be used to generate energy,
reducing the role of coal-burn-

ing power stations which pol-

lute the atmosphere.

ITV ownership
code imminent
The ITV companies will find

out at 8^0am today how the

government proposes to

change the ownership rales

governing the ITV companies.
In an echo of the announce-

ment of new franchises by the

Independent Television Com-
mission the government will

make its intentions dear by
fax. The liberalisation will
allow some of the large ITV
companies to take each other

over and could lead to the

launching of immediate bid

battles. Carlton Communica-
tions, holders of the Loudon
weekday licence is expected to

launched a bid for Central, the

second largest company in

which it has a 20 per cent
stake. Granada will move
against either Central or Lou-

don Weekend in which it

already holds 20 per cent.
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BUSINESS AND THE ENVIRONMENT

under

.AAsingle body to monitor the
nse of agricultural
Pesticl‘ks» wMch would save

millions of.pounds spent on

service for craps with the
chemicals doled out by independent
crop doctors, rather «wm
representatives of agro-chemical
companies who conld tend to

This would entail a completely
regulated martlet in pesticides
stadlar to the National Health
Service. It could prove cheaper
in the long run than paying for
the clean-up of drinking water,
thereby reducing water bills.
Water companies estimate it

will cost £800m in equipment and
£80m a year in running costs to
treat polluted drinking water and
bring it op to ED standards. But
the study points out that a national
ban on the herbicide Isoproturon
could greatly Improve the water
at a cost of only £2Sm.
The monitoring of pesticide use

could come under the auspices of
the proposed new Environmental
Protection Agency, the study
suggests. But it would need
additional information about the
use of chemicals on the land if it
is to do hs job properly. The study
found the monitoring of

^inadequate," and regulation has
been geared more to the needs of
agriculture than the environment.
The principle of polluters paying

for environmental damage is not
being applied to pesticides since
water companies are removing •

chemicals from the water supply
and passing the bill on to

— -

consumers. The -report suggests
Imposing a levy on agnHchamcals-
with the highest tax applied to
the pestiddes that appear in
greatest concentrations. ..

Deborah Hargreaves
*Water Pollutionfirm Agricultural :

Pesticides, Centre far Rural
Economy, Departmentof
AgriculhtraLEcotiomicsatidFOod ..

.

Marketing, Newcastle-Upon-Tyne,
NEl 7RU, £10

.

S
afely home in the port of
Lowestoft, on the east coast
of Kngfarwi

. the crew of the
UK fisheries research, vessel

Uirolana is recovering from a
month-long mission to investigate
the state of fish stocks in the
treacherous North Sea.
"We were out in all that wind and

rain and there were all sorts of
ships going down around us,* says
Barry Chapman, Cirolana’s bearded
captain; with just a hint of seadog
flagger. “We stayed tin the last
bitter minute."

"The io scientists on board have
been tracking the serious depletionm many species of Ash, notably cod.
Their findings, together with those
from scientists of other European
countries, will feed into data to be

.
used by fisheries ministers in Brus-
sels next month to set nwrt year's
quotas for the whole of the Euro-
pean Union.
Tile changeable climate that

forced Cirolana Into port a day
ahead of schedule Is also thought to
be responsible for the enormous
fluctuations in fish numbers from
one year to the next, which scien-
tists find particularly difficult to
fflqtlnh^

“Predicting fish stocks is like pre-
dicting the weather, only worse,”
says John Shepherd, deputy direc-
tor of the government's fisheries
research directorate at Lowestoft
The inexact nature of the science

irritates those on the receiving and
- the fishermen — who see their
livelihoods being squeezed by quo-
tas and 'other limits on how nffi»n

and how much they can fish.

British fishermen are currently
locked in a bitter dispute with the
government over its plans to
restrict the number o£ days they
can spend at sea. A High Court rul-

ing is awaited on an application by
the National Federation of fisher-
men’s Organisations to have the
restrictions quashed.
The policy is part of the govern-

ment’s drive to cut UK fleet capac-
ityby 19 per cent by the end of 1996
in a European-wide attempt to curb
over-fishing.’

The situation for cod Is so serious
that tim .European Commission has
just set tip a task force to examine
how to protect the dwindling North
geastock.
Nobody wants to see cod disap-

pear, as it almost has off Newfound-
land. A moratorium on fishing

there has led to 20,000 fishermen

and processors being laid off.

“Everybody agrees that we ought
to be very worried about the state

of the cod stock,” says Shepherd. “It

may be in terminal decline.”
I The'spawning stock of cod - fish

that are mature enough to breed -

has fefljen io about 50,000 fannea,

the lowest level an record, through
a combination of over-fishing and
natural causes.

. Most cod do not mature untilthey

As Brussels prepares to fix European
fish quotas, Alison Maitland looks at
how long North Sea stocks will last

Hook, line

and sinker
Dwindling stock of North Sea cod

Amountofftsh- btofqass fOOO Lomas)
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are about four years old. But in the
North Sea only a very small- per-

centage survives to spawn and land-

ings are dominated by two-year-old

immature fifth

The North Sea fishing surveys
carried out by Lowestoft scientists

are complemented by researchers
from Denmark, France, Germany,

the Netherlands and Norway, who
work together in the International

Council for tbe Exploration of the

Sea.

They determine the age of the
fish they catch by their length or by
examining their scales Or the Hny
stones in their ears, which cany
growth rings similar to trees.

Cod is only the most striking

example of over-exploitation. AH
but two species of fish - the low-

value blue whiting 2nd horse mack-
erel - are either fully exploited or

over-exploited in the waters around
Britain. That means tbe same num-
ber or fewer fish would be caught
even if fishing increased.

Cod levels are also very low in

the Irish Sea and in Icelandic

waters. But stocks of north-east
Arctic cod in the Barents sea have
returned to much healthier levels

thanks to drastic cuts a couple of
years ago in the quotas shared by
Russian and Norwegian fishermen.
These accelerated a cyclical recov-

ery hi the stocks. "It’s a nice exam-
ple of bow well-timed management
action can help,” says Shepherd.
Some stocks, such as western

mackerel in the North Sea. never
recover from over-fishing. Others
make sudden comebacks, such as
North Sea haddock, catching even
the scientists by surprise.

After three very' poor breeding
years, which took quotas to an
all-time low. the haddock has unex-
pectedly enjoyed three consecutive
good years. The scientist acts in

loco parentis for the fish and always
has to be cautious, says Shepherd
“When you're seeing the lowest

stock size on record and it’s been
there for three years, no responsible
person could do other than warn
that the stock was in a critical state

and likely to get worse.”

The best way of conserving fish is

the subject of fierce debate. Fisher-

men argue that “technical” conser-
vation measures, such as increasing
minimum mesh sizes to allow
smaller fish to escape, would offer

an alternative to direct restrictions

on their activities.

The problem with larger mesh
sizes is that they would not help tbe

cod, the biggest of the main com-
mercially exploited species in the
North Sea, says Shepherd. “For
North Sea cod. the increases in

mesh size required to enable restric-

tions on catch and effort to be lifted

are such that this is hardly a practi-

cal proposition.”

Ten years of quotas under tbe
Common Fisheries Policy have
felled to solve the problem of over
fishing, partly because of evasion.

That is where enforceable measures
SUCh as ripfnmmiaiinnmg of vessels

and restrictions on fishing times
come in.

“Searching for a conservation
measure which is painless [for

fishermen] is a waste of time,” says
Shepherd. “There is none.”
The problem would be eased by a

shift in consumer preference away
from white fish. Cultivation of fish

and shellfish may also emerge as a
partial solution in the long term.

The UK has been cultivating lob-

sters and Norway is experimenting
with the farming of halibut, turbot

and even cod.

Making a splash

in Japan
Support for Greenpeace is growing,

writes Emiko Terazono
“Is the Sea of Japan turning into

a nuclear waste dump?” screamed
the headline in a Japanese
national daily after Russia
dumped its nuclear waste there
last month. The disposal of
900cu m of low-level coolant and
cleaning water from Russia's

nuclear submarines into the sea
provoked widespread anger.
However, at the same time it

earned respect for Greenpeace,
the international environmental
pressure group, which had
uncovered the dumping.

Until the dumping, many
Japanese were wary about
Greenpeace’s activities. “The
incident helped ordinary Japanese
understand that Greenpeace
wasn’t just a bunch of hysterical
people bashing Japan about
whiles,” says Naoki Ohara,
director of Greenpeace Japan.
The aggressive tactics in

Greenpeace’s appeals over
environmental issues, especially

over Japan’s whaling, have
alarmed ordinary Japanese, who
usually disapprove of direct

confrontation. A collision last

year between Japan’s plutonium-
carrying vessel and a Greenpeace
ship caused apprehension among
many people who thought this

was “going too far”.

As a result, Greenpeace has
managed to attract only 800

members within the country.

Since the Russian episode,

however, interest in the group's

activities has heightened-

Greenpeace's information-

gathering methods have been
praised as far more advanced than
those of the foreign ministry.

Accounts of how the group
discovered Russian vessel TNT-27
has been told and retold in the

media. Greenpeace says it

predicted Russia’s dumping from
a Russian government report

which states that it would have
to continue marine disposal of

nuclear waste until 1997. On
October 7. the Greenpeace ship
left northern Japan and waited

until the Russian vessel appeared
on October 16.

Tbe Japanese are especially

sensitive to water purity because
the eating of fish, raw or cooked,

is an important part of national

culture. The dumping of nuclear
waste in the country’s main

fishing area revived memories
of the Minamata poisoning case,

which began in tbe late 1950s.

CChisso. a chemicals
manufacturer, disposed of its

mercury refuse into tie bay of
Minamata, on the southern Island

of Kyushu, contaminating fish

and poisoning the local

population.)

The widespread outcry over
Russia's nuclear dumping has
forced the Japanese government
to change its stance on the
disposal of nuclear waste and to

support a proposal that would
ban ocean dumping.
Between 1955 and 1969, Japan

dumped 1,650 drums oflow-level

radioactive waste into the Pacific

Ocean. Although the government
has refrained from dumping
low-level waste at sea since 1969,

it has remained ambivalent over
the matter, hoping to keep ocean
dumping as an option for

disposing of waste from its

nuclear power stations.

However, while Japan supported
calls for a complete ban on
dumping of low-level waste at

the meeting earlier this month
of the London Dumping
Convention, Japan continues to

release waste water from its

nuclear power plants at sea. Japan
disposes of at least l,i)20bn tonnes
of coolant from its nuclear energy
plants per year, although the

radiation levels are said to be
lower than international

standards.

Meanwhile, public awareness
over environmental issues

remains low. Ohara says people
reacted because the Russian
dumping was in their “backyard”,

but issues such as the destruction

of rainforests In southeast Asia
for wood exports to Japan have
remained untouched. And many
Japanese believe western criticism

of whaling is another form of

Japan bashing.

Ohara blames the low
awareness on the lack of school
education on environmental
matters.

The media is reluctant to cover

such issues, especially if there

is a large Japanese company
involved. "Japan has to realise

its responsibilities as a
leading industrialised country,”

he says.

PEOPLE
Taylor leaves National Express
Keith Taylor" resigned
yesterday as managingdirector
of National Express, Britain's

largest scheduled coach opera-

tor, after only a year in tbe job.

The company, which
obtained a London Stud: Mar-
ket listing last Ikxshber, said

x the reason for Trior's depar-

ture was a difference in man-
agement style' and minor,
internal policy differences.

Taylor (right), 45, joined
National Express after an. early

career spent in marketing and
product development with
Forte and GrandMet

It appears that Taylor’s

approach to business, honed in

large companies, did not match
the more entrepreneurial style

of the National Express Board.

“We are a vmy small man-

.

agement team and inevitably

,,
Stapleton to

chair Hundred
Group
Nigel Stapleton, 47, has been
appointed chairman of the
Hundred Group of finance

directors from January L
Stapleton was recently

appointed chief financial offi-

cer of Reed Elsevier, and has

been the chairman of the tech-

nical committee of the Hun-
dred Group for three years.

His new appointmentfollows

the announcement earlier this

mouth that Michael Lawrence,

-v finance director of Prudential

\f and the current.' chairman of

the Hundred Group,, is to

become chief executive of the

London Stock Exchange-

From its creation in .the

early 1970s. the Hundred Group
has grown into

.
an important

forum on a wide range of

issues of importance to finance

High Gosforth

restructuring

on course
The High Gosforth Park

Company, the pic which owns

Newcastle Racecourse, has

restructured its board to lay

w more emphasis on racing
" expertise. ^ ,

Captain the Hon Nicholas

Beaumont clerk of the course

and secretary at Ascot Race-

course, ba<» been appointed

chairman designate of High

Gosforth Park: he will succeed

Roy Baker, former chairman or

sameorm wisp. has worked in
very large companies probably
finds the transition rather diffi-

cult,” said Adam Mills, deputy
chief executive;.- “But this is

not a one or twd-mah band. We
are very Cadbury," .

Mills acknowledged that Tay^

directorsV- notably accounting
and auditing matters.
- R has been influential over

the past few months to -delay-

ing and bringing about mare
co-ordination fri ths implemen-
tation of the Cadbury code of.

corporate governance.
Stapleton worked- at Unt,

fever, becoming vice president,

finance, before moving to Reed
International in isSS.as finance

director and also became' chief

financial officer following: the

merger -with -Elsevier earlier

thin year-He is a non-executive

director of AQied-Lyozts.

His successor as technical

committee chairman will be

.

Christopher Pearce, finance

director of Rentokfl. Group.

'

The retirement of Alan
Orsich, 60, as an executive

director of STANDARD CHAR-
TERED is a further sign of the

tremendous change which has
taVan place in the boardroom
of one Britain’s biggest over-

NatLonal Tyre Services, in

early 1995. In the meantime

Beaumont has became a non-

executive director.

The Captain’s nephew, the

Hon Wentworth Beaumont, a

member of the Jockey Club

and a steward at Newcastle,

who also serves an panels at

Carlisle, Ripen, York, New-
market and Ascot, has Joined

the High Gosforth Park board.

Other new board members

are David Stephenson, for-

merly managing director of

Newcastle Breweries, and

James Marrfs, recently retired

regional chairman of British

Gas Northern; Sir Alick

tor's rapid departure might
raise questions about the com-
pany's recruitment procedures

but said it had employed “a
distinguished headhunter and
had gone, through all the due
piocess”.

Mills and Ray McEnhill,
chief executive, acquired
National Express with the help
of venture capital finance after

an earlier management and
employee buy-out ran into dif-

ficulties. They both had a back-

ground in the bus industry-

Taylor was on a one-year
rolling contract so his redun-
dancy payment will not be “a
headline figure", said Mills.

Taylor is to stay on to provide
advice until March 31 but the
company expects to have a
new managing director in

place by then.

seas banks.
Orsich. who joined Standard

Bank in 1950, was one of the

last of the career bankers who
had worked their way to the

top. After working in East
Africa, he became chief dealer

of Standard Bank to 1969 and
spent the rest of his career on
the Treasury side of the bank.
During Standard Chartered’s
more difficult periods, Orsich’s

side of the business continued
to generate good profits and be
survived many of the manage-
ment reshuffles which ended
the career of other colleagues.

Orsich’s departure means
that David Moir is the only
executive director on the Stan-

dard Chartered board who has
worked for the group for lon-

ger than five years. He joined

in 1958. Orsich’s responsibili-

ties for. treasury operations
have been taken over by John
McFarlane, the former chief

executive of Citibank in the
UK, who joined last June.

Rankin, chairman of Scottish

and Newcastle and Ken Bell,

chairman of Bellway, have
retired.

The company, whose course

offers fiie only Grade One rac-

ing between York and Ayr, is

fighting a protracted planning

battle to ensure its future by
selling some of its Green Belt
land for housing and commer-
cial development
The board restructuring is

intended to help carry through
the upgrading. “We must be
teed up and ready for tbe off,"

says managing director and
clerk of the course David
Parmley.

Marie-Louise Rossi, 37, is to

become chief executive of the
London Insurance and Rein-
surance Market Association,
which represents 120 non-
marine and reinsurance com-
panies in the London market
Rossi (above), who replaces

Bill Braid, worked for 14 years

in the insurance broking
industry with both Hogg
Group and Sedgwick before
joining TTHinghast the man-

;

agement consultants. Over tbe
past few months she has been
working with Tim Congdon on

j

a Lloyd’s corporate capital
! project for another consul-
tancy, De Lisle Jessup Scott
Braid is to take up the post

i
of and administration
director of the London Pro-
cessing Centre, a joint-venture
between Lirma and the Insti-

tute of London Underwriters.
Lirma provides centralised
amnmiHng and administrative
services. Last year net premi-
ums of £2.6bn and claims of

£3bn were processed through
its offices.

Bain Clarkson Financial Ser-

vices, a subsidiary of Bain
Clarkson insurance broker and
part of Inchcape. has
announced two new appoint-
ments. Ben Carroll is to take

over as new chief executive,
and Elaine Baker will become
corporate development direc-

tor. Both newcomers were for-

merly with Sedgwick Noble
Lowndes and will join Bain
Clarkson early next year. Car-

roll was formerly managing
director of personal financial
services and Baker on the
board as research director.

M Rosemary Dulwich, Peter

Robinson and George
Pritchard have been appointed

directors ofBRADCTOCK
Blunt (Northern), and Nigel

Hayden and Peter Waterfield

have been appointed directors

of Bradstock Blunt (North
West).

Michael Allen, a former md
of Midland Life, has been
appointed assistant general

manager, finance, at FRIENDS
PROVIDENT.

Budget Day
Fax Service

On Budget Day for the first time, FT Cityline

will make the full text of the Chancellor's

speech and a short summary available by
Fax Broadcast

This service will be provided by the Centra!
Office of Information on behalf of H M
Treasury.

Subscribers to the sen/ice will receive their

documents by Fax automatically. The Fax
Broadcast will be started shortly after the

Chancellor has completed his speech.

Order now by phoning the Budget Day Fax
Service ordering line on:

+ 44 272 76 89 78

The service will cost £29.90.

Credit cards will be accepted as methods of

payment Cards accepted will be Access,
Visa and American Express. Please have
your credit card to hand when phoning the
order line.

Facilities Provider: Telecom Express
(071)412 0412

Premium offices

and services at a prestigious

address ^ /%

v jF ibi
Modem fully equipped and serviced offices available on a

daily, weekly or monthly basis. Secretarial and translation

services, ffersonalized telephone service. Meeting facilities.

To contact our professional and friendly staff please call:

0 BRUSSELS: tel: +32-2 53f 86 86, fax: +32-2 536 86 00

ggtv BASEL/LUCEKNE/ZUG/ZURICH:W tel: +41-1 219 82 32, fax: +41-1 219 82 19

© GENEVA/LAUSANNE:
tel: +41-21 Ml 13 13. fax: +41-21 641 13 10m UMASSOL/NICOS1A/LARNACA:w rel: +357-5 355644. 357-5 354425. fax: +357-5 356010

MADRID: tel: +34-1 57203d0. fax; +34-1 570 71 99

O PARIS/BORDEAUX/LILLE/LYON/ROUEN/
RENNES/MONTPELLIER/TOULOUSE:
tel: +33-67 69 74 00, fax: +33-67 69 74 69

LONDON: tel: +44-71 351 5763. fax: +44-71 3519678A MILANO/ROMA: tel: +39-2 4819 4271, fax: +39-2 480 13233

TEL-AVIV/JERUSALEM:
tel: +972-3 6938383. fax: +972-3 6938301

AMSTERDAM/UTRECHT/MAASTRICHT/THE HAGUE:
HIM tel: +31-20 520 75 03, fax: +31 -20 520 75 10

4Q} LISBOA/PORTO: tel: +351-1 355 74 35. fax: +351-1 355 78 54

® MOSCOW: tel: +70-95 1495494, fax: +70-95 149 5600

For more information or other locations please contact
WORLD-WIDE BUSINESS CENTRES NETWORK Sales offices:

EUROPE, Rendwee 32, 8001 Zorich ..CZSk.

tel: +41-1 219 82 82, fax: +41 -1 219 82 19 MR|
AMERICA, Madison Avenue, Suite 1006, • '

New York 10022, tel: +1-212 6U5 02 00. fax: +1-212 30898 34

Girobank

i o i
Central Office of Information

Lambeth Building Society

Appoints New Director
Mr Michael Kara hit iutnej (hr Run) <4 Lmbefti ButUtng Society, > a

m»mcunw Jfccetec

Me Hainn. whoit^T. ivcvBih'miKJaiapaRnMinKFMOIVnManhEk.
where be »JI Quireon at IHe firm* Pubhc Sector bhiiat ry Giuup He n>, Sun
1434 iu I9W. j Jucciixat NaitonunJe BuiLling Society. He a Chikroii of the

Rural Lomlua NHSTruu. j DixeciiK ul duffRewuRn plcl Deputy Oiwtnun
at the Hockney Bwloai Vnuw* joJ J

Ticmiid 11/ Lfx&Inn& Quadnuu
HrcMtntTniu.

M* Halnrt li a Member nt the

Iturauir m duncictl Acauruanirut

Scorlanl

Laltfbeth
BUILDING SUCItTT

Girobank announces that

with effect from

close of business yesterday

(23 November 1993)

its Base Rate was reduced

from 6% to

5.5% per annum.

Girobank pic 10 Milk Sheet LONDON EC2V 8JH
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MANAGEMENT

Alcazar, the cynics always
said, was far too ambitious
to succeed. On Sunday the
cynics were proved right.

After a year of painstaking nego-
tiations, entailing costs in manage-
ment time and lawyers’ fees which
can only be guessed at, the attempt
by four European airiinea to forge
what would have been the conti-
nent's most ambitious cross-border
enterprise collapsed when they
failed to agree on which US carrier
should become Alcazar’s American
partner.

With hmdsigbt
, it is easy to judge

that the Idea of melding Austrian,
Danish, Dutch, Norwegian, Swedish
and Swiss interests into one unified
airline was as hopeless as the namp
given to the project was grandiose.
After all. Alcazar, a four-towered
Moorish fortress built to keep pred-
ators at bay, had no obvious associ-

ation with the cultures of the pro-
tagonists.

But even if the final breakdown
was not a great surprise, the four
airlines did come tantalisingly close

to pulling off a deal, establishing
along the way a fund of knowledge
and experience that could well be
useful to others who follow the
cross-border merger trail.

Perhaps the most striking feature
of the Alcazar project was the con-
stant acknowledgement by the four

airlines - Austrian Airlines, KLM
Royal Dutch Airlines, Scandinavian
Airlines System (SAS) and Swissair
- that what they were attempting
was, indeed, extremely complicated.

The four proclaimed their vision

of an alliance strong enough to

compete with British Airways, Luft-

hansa and Air France, the three
European giants. But from the
moment the negotiations, begun in

the autumn of 1992, were made pub-
lic this February, they tempered
their ambitions with sober warn-
ings of the hurdles to be overcome.
These ranged from the intangible

Issue of how to marry four corpo-

rate cultures, through the associ-

ated problem of how to square the
need for a single multtnatiooal
management structure and flight

network with the rigidly bilateral

nature of airline route agreements.
The airlines also feared that oppo-

nents. both inside and outside their

ranks, could appeal effectively to

the strong emotional attachment
people in every country feel

towards their national airline.

When the four chief executives

launched informal talks in late 1392,

the initial objective was not just to

set down what the advantages of an
alliance would be, but also to Iden-

tify the areas that could be “deal

breakers'*.

It was immediately clear, for

example, that logic dictated there

should be one headquarters, located

In one of the six home countries.

Could the Qve that “lost” the HQ be
reconciled to the decision?

The demise of the Alcazar airline deal provides a

cautionary tale for those following the cross-border

merger trail, say Hugh Camegy and Ian Rodger

Clipped wings
of ambition

Other thorny questions were the

relative stakes of the companies in

Alcazar and the question of the IIS

partner.

By January, the chief executives

had reached a sufficient "level of
comfort” to fed that they could pro-

ceed with more detailed negotia-

tions. It was informally agreed, for

example, that the three big airlines

would have equal 30 per cent shares

in the new group, regardless of sig-

nificant differences in their actual

asset values. They felt this was the
only way to avoid constant niggling

over the share-out of management
posts.

According to Swissair, It was also

understood that Delta Air Lines
would be the US partner. At the

time. Northwest, KLM’s partner,
looked to be at death's door.

No less than 17 committees, or

work teams
,
were then set up with

representatives of each airline meet-

ing once a week, usually at week-
ends. Each airline had Its own
steering committee to co-ordinate

Internally their conduct of the
talks. The work teams also reported

to an Alcazar steering committee
which in turn reported to the chief

executives. The work was done in

English.

Most of the 17 work teams were
concerned with technical airline

matters - passenger systems, cargo

systems, fleet maintainance mid the

like. But three key committees
thrashed out corporate structure,

“air political” issues and balancing
the value of the participants' shares

in Alcazar.

The results or these studies were
extremely encouraging. The route

networks fit together well, the mar-
keting philosophies were similar
and the prospects for cost savings
were impressive.

Sufficient progress was made so

that in April the managements of

the four airlines went to their

shareholders for approval to

proceed to signing a loose

Memorandum of Understanding
(MOU), which would be followed by
a formal negotiation of a final

Alcazar deaL All but the three core

committees and a work team on
communications were disbanded.

But now the problems everyone
had been so careful to warn of
began to arise in earnest.
Opponents of the deal, sensing that

it was nearing the decision point.

suddenly emerged, rousing public

anxiety and forcing governments in

Switzerland and Austria in

particular to demand reviews.

This meant the signing of the
MOU had to be postponed until

after the summer holidays. In the

meantime, however, the lawyers,

kept working. Initially, the
intention was that the MOU would -

be fairly vague, merely binding the

partners to the Alcazar path, ft

would not njecgssarily resolve all

the "deal breaker0 issues. -

However, by September, when the

companies, finally had their
shareholder approvals, the lawyers

* presented them-with a very detailed -

MOU. The chief executives then
realised that they now had to move
more quickly to resolve the deal

breakers.

For one thing, it had become dear
that the original intention to foam a.

' joint management company under
which the four airlines preserved

their separate corporate and tax

structures, at least in the early,

yean, was no longer adequate;

While this step-by-step plan
would have diffused domestic

objections to the project and
avoided problems with national and _

international transport laws'
governing limiting rights and other -

airline issues, it would have rim

foul of the European Union andUS
anti-cartel regulations. Alcazar bad
to show it was to be a genuine
integration of the four airlines.

Moreover, by early September, it

was dear that Northwest Airlines

was recovering- smartly from the
edge of bankruptcy in June and
ELM’S attitude to the US partner

issue bad changed.
By late October, the four bad

overcome most of the toughest
questions. Austrian, SAS and
Swissair had accepted that the
headquarters would be in

Amsterdam and they had agreed a
complex formula to compensate
Swissair in recognition of its net
asset value being greater, tban ife SO

per cent share in Alcazar.

But they could still not resolve

the US partner Issue. It indeed, that

was the sole issue that broke the

Alcazar project, there is a certain

irony in it, because it is not an issue

arising from the cross-border

complexity of the undertaking,
rather one of basic competitive
strategy.

Howeveri even if this issue bad
been resolved, it is a fair bet that

the project would have bzt other

tough stumblmg blocks.

It will never be known, for
example, if governments and other

shareholders might have baulked at

the last minute. TTie spectacle of the

shareholder revolt against Volvo’s

proposed merger, with France’s
state-owned Renault provided a
tempting model for the six groups
oF shareholders of the Alcazar
companies.
There were also signs of

substantial lingering disagreement-

over the scale and speed of

rationalisation, issues that would
have been very difficult for a
fledgling 'management group

,

to
resolve peacefully.

T f»gislatinri coming into effect on
January 1 will strengthen their

position, writes Stewart Dalby

M anyBritish companies
are waiting op to realise

that they have precious

Uttie time-left to reorganise :.

arrangeuKmtsin European Union
countries.

**.

effect on January 1 that will _ ; .

generally strengthen the position _

ofagents as opposed to principals

(companies). One of Hie.

provisions in the new directive
.

-

stipulates tint proper notice -

should be given to terminate
contracts.

At the moment manyBritish
concerns have very loose -

.

BOkeSeynell is marketing
director of Fforaerics, a software
enmpapy uperialfahig In

computational JlnM dynamics,

used forcoptingtoeledxoiilcs
products. . .

Be says: “tt was only when we
read reports In the newspapers ..

that we realised we could face

difficulties with onr agents In

-Europe. At the moment the
agreements are very informal,

based only on a letter. We could
have difficulties.*

The UK and Ireland will join ".

the rest of the EU in applying ...

far more detailed ndes-governing
companies and their agents.

In»
new roles borrow heavily from ..

legislation in Germany, where .

agents have been able to use'
their contracts as security for

loans and compensation is •

available If anagreement li

:

terminated. „ .

The new rales mean that either

party must give written notice .-

of notless tjhan one month far

the first year, two mouths after

two years and three monthsfor
the third-amt subsequent

'

ywaratf a cootractls termin-

ated. •
' '

: -Other rules stipulate that

principals will no longerbeabte
to delay paying their agents. :

:

simply because they have not
'

been paid.

/ Provided the. agent has not
breached the terms ofhis

'

contract, companies become liable

to pay compensation to their

agentto cover fosseSahd costs •

: resulting ftorn the termination

ofthe contract Compensation
must take into account the

commission: the agent might
have earned and costs and
expenses he hay not been aide

. to recover .

- Rebecca Attree, an

international solicitor working

of theLondon office of Laytons,

,
SayK

:

•
•

"The new.regulations mean

agency arrangements. We are

advising our cheats to review
all current agency arrangements,

and establish whether they an

they are, the companies should

consider the costs and benefits

of terminating any existing

agreements.*

One wimpany concerned about

the new arrangements is

HampahirebasedApoHo Fire

Detectors. Neil Quinn, managing
director, says "We realised there,

could have been losses involved

in termination ofcontracts when
.

the new rates came in."

The company’s answer to the

problem was'to setup
iMribntorshlps in most EtJ

markets,which are outside the
regulations. In Germany, Apollo

set up a subsidiary company.
VUmtorics, however, is not keen

on the ktea of distributors. The ..

company, which was set up in

1989,now has-a turnover of JSm,
most of which is exported. The
largest market fa tiiaUS, but
Enrope is growing rapidly.

- Reynell says: “Distributors do
not really suit us; we are not

selling a commodity which con

be stored and sold on. We like

to know,who the end customer
fa, and We tend to have a few
large customers. There are ate*
of InteBodnal property rights

wrapped,up inour products and
we llke to keep the customers
in view.”

While favouring agents, the ..

company does admit to a
‘

satisfactory arrangement in one
EU country.

Reyneff adds: "We will have
to change our arrangements -

certainly in one EU country and
pos^Uy more. I am seeing our
lawyers about tt imminently.”

HOILDAYS & TRAVEL CONTRACTS & TENDERS
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TENDER
FOR COAL & PETROKOK

A TURKISH CEMENT HOLDING COMPANY
IS TENDERING FOR ITS YEARLY

REQUIREMENTS OF COAL AND PETROKOK

PETROKOK: 200l000 - TONS (YEARLY)

COAL : 150'000 - TONS (YEARLY)

Speed in Germany fa serious business.

Speed is the product of hard work

by the very best engineers. You’ve seen

It brilliantly executed, in the classic

Mercedes Sf. gullwing and now in the

new Domlcr 328. Tho Domler 328’s

maximum cruising speed of335 knots

enables the shortest Hying times in

the 3P*eate.r regional airliner class.

Mora time can be saved on the

approach to large hubs, because the.

Dormer 328 can keep up the speed to

slip in between the jets. In addition,
*

you not only get there faster, you can

also get closer to your destination:

The Cornier 328 can serve airports

with short runways, even under "hot

and high
-
conditions. Passengers are

seated as comfortably as in much
larger Jets, they can he pampered by

the cabin attendant with meals from

the complute galley and even nod off

after the dessert The Domlcr 328
Hies as quietly as a jet. Once again

’Made in Germany* Is leading by n
nose - with or without a star on it.

How to get wore than your money's worth

ot the first hotel io St. Moritz.
Xothing simpler than ifyou come during the Sunshine Weeksfrom

4-/8 December. Fran* as little as SFr. I '420.- per person per peek

including half-board, six-day ski pass and skiing lessons. Request

our brochure farfull details and ulsa information on ski weeks in

January and March. Secyou soon at the Kulm, the cradle of winter

KULM HOTEL ST MORITZ
c Ill-moo St. Moritz, tel. 0041 S2 2 1 1 51.fax 0041 02 3 2.” 30

CONFERENCES

MULTIMEDIA CONFERENCE
Sponsored by YORKTON INSTITUTIONAL GROUP
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PERSONAL

PUBLIC SPEAKING Training and
speech -writing by award winning
speaker. First lesson bee. T^:(0727J

861133

TcLOTI-MOMU
Fax 07 1-36 8U1

FOR MORE INFORMATION
PLEASE CONTACT
RUMEU CEMENT, ISTANBUL, TURKIYE
AT TEL 90-21 2-267 42 02/90 - 212-286 08 19

AT FAX: 90-21 2-288 69 21

ATTENTION : MR. ANTONIO LUNA
ATTENTION : MR HASAN PILAV

TAIWAN SUPPLY BUREAU
TENDER ANNOUNCEMENT

BUYER: TAIWAN RAILWAY ADMINISTRATION (TKA)

PURCHASING AGENT: TAIWAN SUPPLY BUREAU (1X11) 3, KA1 FENG STREET,

1STSEC TAIPa TAIWAN, R.O.C.

TEL (TO) 31 10B 14 FAX: [IO 3610995

PUSII-FULL TRAINS

QTYnmniCAK

LOCO.M CARS
COACH 336 CARS

RJR FURTHER DETAILS, PLEASE REFERSTO THE TUttER WVTTATtON.
TBETENDER WVTTATION IS WAmNO TO BE TAKEN BACK (FES BUSD3M)

AND WELCOME TO PAKTKIPA'n’

LEGAL NOTICES The classic symbol fur German speed. And the new one.
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ARTS
to the claims of

taose busybody
organisations which.
[Campaign to impose their

finger-waggmg allies in the
JotoW papers, and you will believe^“x’an television
2®"®’

°JL
a® increase'But if youat down for week afterweek, 4*

after y^r and monitor thaouS
you will find that something- much
djoic interesting is happening' Ear

"

from going up, the Incidence of
gone down

since the worst days of the 1970sand early 1880s, yet equally dearly
sex is, indeed, on the increasem Hence the wonderful sight last
week of the tabloid press up on its
hobby horse having a St of the
vapours over the explicit pictures inBBC2 s Buddha OfSuburbia.
“Shame Of BBC’s Pom Play"

shrieked the Sun on Wednesday and
then, purely in the public interest
you understand, and despite Its own
distaste tor such things, it provided
photographs of the actresses in the
nude. This seems to have struck the

'

Daily Mail as a wizard wheeze
because next day it splashed “A
full frontal assault" across a double
spread, above a story which h»ga™
“BBC bosses refused to make
eleventh-hour cuts to last nights” episode of the controversial sex
drama The Buddha Of Suburbia
despite public concern over explicit
scenes". Nowhere did it explain

how there could have been
.
“Public concern” over scwys which
the public had not seen. More
surprising, however, given the
obsession qf such newspapers with
the supposed need for censorship,
is tiie blindness to the sea change
that has occurred in the last 15
years..

If you went into any British
' television, drama department today
with a series of The Sweeney (or
Starsky And Hutch for that matter)
made in the late 1970s you would be
told, they were untransmittable
because ofthe violence. The h*wd of
drama would freezeframe the video
at the point where six beefy villams
in balaclavas, armed with pirtonre

handles, were leaping,from the iwcfc

of a Transit van to set about poor
old DJL Regan and his DS. George
Garten Go away, you would he told,
and come back with something
more thoughtful: why not swap
psychology for. violence? Have a
look at Cracker or Between. The
lanes wad see .how the old Idea of
“action?, has switched very largely
from physical to mantel
Whether this change is a good

thing is debatable. Those of us who
do not happen to like watching

Television/Christopher Dunkley

sex, down with violence
violence will be content but if my
great aunt was alive she would be
most upset She used to sulk
through the likes of Panorama
muttering “What about a nice hit of

violence for poor old auntie?" and
then, when Dragnet or Big
Breadwinner Hog came on, drum
her heels on the floor and giggle.

She lived in Puriey. read Jeffrey
Eamol. and never hurt a fly. Why
should such people be forbidden
their violent fix? And what about
violent young men? Some doctors
and criminologist^ argue that
violence on television is cathartic,

and serves as a substitute for the
real thing: take it away and such
delinquents will be more inclined to

go out and do it themselves.
Perhaps the present increase in
reports of violent crime results from
the decrease in violence on
television?

Of course there is still violence on
television, from children's animated
cartoons to bought-in Hollywood
movies (and we shall mnw hack to

the question of Hollywood’s role).

But anyone monitoring the amount
and intensity in the broadcaster's

own programmes, especially in peak
time drama, would have to admit

that there has been a significant

reduction. What the tabloid press
seems to have missed is the
simultaneous increase throughout
the mass media in references to all

things sexual, whether pictorial or
verbal. There are many possible
reasons, ranging from a continued
long-term reaction against
Victorian hypocrisy to the supposed
needs of the Aids industry.

S
ince papers such as the Sun
with its “Page Three girls"

have themselves
contributed so obviously to

this change it seems bizarre that
they are blind to it To a generation
which now accepts nudity as
readily in television drama as it

does on Page Three or in the
National Gallery, the “fetch the
smelling salts" pose of outrage
adopted by the tabloids whenever
one of the Regrave women sheds
her underwear seems ludicrous.
This assertion is based not only
upon evidence from my own
children and their friends, now in
their twenties, but from last week’s
edition of Open Since on BBC2.
Presented by a remarkable

woman named Isabel Koprowski.

this made a common sense plea for

Britain to move further and Easter

down this read and begin to catch
up with our Continental partners.

In many people, she pointed out,

hostility towards explicitly sexual
material arose from the belief that

pornography always means violence

towards women, a lie repeated
endlessly by the busybody
organisations and some of their

tabloid allies. It is almost entirely

untrue of Britain’s soft porn
(the only sort legally available)

and very rarely true of the hard
porn available across the Channel.

This stuff is actually about
enjoyment, and, in the print
media, more and more the
enjoyment of women as well as men
these days.

Tn their own defence the
busybodies and tabloids would
probably say that a still picture of a
naked woman (or man. presumably)
was one thing but vigorous rumpy
pumpy on the screen in the comer
of your living room was something
else entirely. It is certainly true
that representations of sexual
intercourse have now become
almost commonplace in British

television drama. In the past few

weeks we have seen brother-sister

incest in some detail in Stephen
Poliakoffs Close My Eyes on
Channel 4- In Scarlet And Blade we
have watched from within several

ladies’ chambers as Monsieur
Sorel’s ladder (did he always pack
a collapsible model?) whanged
against their balconies, a signal at
which nighties would slide
magically to the Door. Even the ITV
soccer drama All In The Came has
had them playing hide the
sausage . . . though with the woman
on top, naturally. In 1993 anything
else would be desperately politically

incorrect.

What the B & T brigade never
seem to ask themselves is whether
there might, perhaps, be some point
to these scenes other than a
desire to outrage them. While
watching The Buddha Of Suburbia
did the oh-so-easily-shocked
gentlemen on the tabloids really not
notice that the big sex scene was
supposed to be comical? That even
as the director's wife with the
voracious sexual appetite was
riding our hero to such a noisy
climax, he (underneath, natch) was
gazing around in utter boredom?
That his girl friend, pleasuring the

director on the other side of the

room, was also deep in a cocktail

party conversation about the 1CA?
This drama (final episode at 9.25 on
BBC2 tonight, heaven only knows
what sort of a record rating it will

get) is a satire about the social

mores of Londoners in the 1970s.

Attitudes to many subjects -

Asians, contemporary music,
mysticism - have been represented

and variously parodied, ridiculed or
attacked, and it would be odd, given

the time and attention that so many
people devote to it, if sex were to be
left out.

The trouble with the B & T
attacks is that by spreading outrage
indiscriminately over anything at

all to do with sex, they end up
conveying to the impressionable,
and especially to those who actually

see very little of this sort of
material, that there is nothing to

choose between, say, the closing sex
scene in last week’s Buddha Of
Suburbia and the opening sex scene
in the Hollywood movie Basic
Instinct. Yet the truth is that the
television scene was funny and
telling whereas the movie scene
(.with the woman on top, of course,

first humping her victim and then
slashing him hysterically with a
knife) is utterly repellent. So much
so that 1, a cinema and TV critic for

30 years, turned my face away in

shame for the human race.

If we cannot distinguish between
these things we are lost.

The spoUt.rich kid and the godfaiher:Gimiiel Bohxnan and John Brttcheler as Amelia and Boccanegra

Opera in Frankfurt/Andrew Clark

A mafiosi ‘Boccanegra’

F
or the first time since the
war, Germany's orchestras

and opera companies are
having to justify their exis-

tence - no more so than in Frank-
furt The era of limitless state sub-
sidy has come to an abrupt end.

Recession is biting hard, cutbacks
are under way. The Frankfurt
Opera faces a reduction in subsidy
over the next four years from
DM66m (£26m) to DM48m (£19m).

The number of salaried staff is to be
reduced by 22 per cent, and new
productions will probably drop from
six to three per season. This is a
tough prescription for a city which
counts itself one of Germany's
major musical centres.

The only consolation is that

Frankfurt is not alone, and no com-

pany is being forced to close.

According to the Frankfort Opera’s

managing director, Martin Stein-

hoff, the cuts will fall wherever pos-

sible on the administrative rather
than artistic side. He says the com-
pany is being as pragmatic as possi-

ble, but criticises the city govern-

ment for slashing services for

taxpayers, while keeping its own

28.000-strong bureaucracy virtually

intact.

None of this affected Simon Boc-

canegra. the first home-grown pro-

duction since the arrival of Sylvain
Cambreling as music director at the

start of the season. Musical stan-

dards were high, the staging looked
expensive. It was a good choice of

opera, because Simon Boccanegra is

little known in Germany.
That did not prevent Matthias

Langhoff - a well-established drama
producer in Berlin and Paris - from
trying to rewrite the story. Verdi’s

patricians and plebeians became the

mafiosi of modern Italy: Renais-
sance intrigue became today's cor-

ruption. The prologue took place on
the harbour-front of postwar Genoa,
complete with cranes, ships’ prows,

dockers and prostitutes. Act one
opened on a seaside terrace. Amelia
making her entrance in a red swim-
suit. The Doge’s council chamber
was transformed into a champagne
reception for Boccanegra’s business

associates. The final act was set in

front of a dockside pizzeria.

Some of this made interesting

theatre, if only because of the alien-

ating devices incorporated into

Jean-Marc Stehle's semi-realistic

stage pictures. But LanghofFs
approach never rang true. Verdi’s

humane Doge emerged as a godfa-

ther. devoid of moral authority and
corrupted by power. Instead of prob-

ing the inner psychology of the
characters, Langhoff triviaiised

them, overloading the stage with
cheap and irritating detail, contra-

dicting the music and confusing an
already complex plot.

But thanks to Cambreling. the
music was never swamped. The
shifting moods were precisely char-

acterised, the instrumental colours

vividly brought to life. It was good
to hear orchestra and chorus in

such good shape. John Brocheler

made a tall, handsome Boccanegra;

there was nothing particularly Ital-

ianste about his singing, except its

conviction. Harald Stamm gave a
commanding performance as
Fiesco, using bis big bold voice to

tremendous effect Keith Olsen was
the lusty Adorno. Ivan Kusnjer a
credibly shifty Paolo. Amelia, por-

trayed as a spoilt rich kid. was sung
by Gunnel Bohman.

*

I
n Saturday’s morning papers it

was reported,that a competition is

to be held for the design of Car-

diff’s new opera house. What could

e more fitting for Welsh National

)pera that evening than this enchant-

og opera an the theme of a dream
ulfflled?

After the rediscovery of so many Mas-

enet operas in the 1970s the composer "•

eemed to get forgotten. Perhaps his

esire to please was out of tune with

he hard-nosed ethics of the next

iecade. Or, more likely, the new breed

f radical producers assumed that his

peras had nothing to offer them. How
rrong they were. WNO’s new produc- -

ion of Cendrillon is probing, stylish, up
.

o the minute, and still sends the audi-

nce away with stars in the eyes.

The opera is a fairly faithfol version

f Perrault’s foliy-tale Cinderella. So

aptivating'. is its blend of magic,

omance and humour that it seems
ricked that British audiences have

een denied it for so long. 1 have seen

4e opera only twice before and realise

i retrospect how crudely those produc-

ions upset its delicate balance, ham-
iing its comedy, over-sugaring its

weetness. All it needs is a touch as

eft as the composer’s own.

Massenet’s magical
‘Cendrillon’

Richard Fairman hails Robert Carsen’s
new production for WNO

hi Cardiff the curtain went up on a
strikingly simple set (designs by
Mkftaiai Levine). A log fire bums in a
late 19thcantury French drawing-room.

On the mantelpiece are an elegant gold

dock, ready to strike twelve at

midnight, and an invitation to the balL

What we do not know at this point is

that the producer, Robert Carsen, is

going to swivel the room around and
send us out through the window into a
world of enchantment.

For the time being we are left

with the family and servants. Father is

a well-meaning man ,
amusingly played

by Donald Maxwell, though his voice

does not take too kindly to Massenet's
lyrical writing. The stepmother is a
snobbish bossy boots, played with
devastating wit by Felicity Palmer.

The scene where she enumerates every

twig on her family tree, while
> bathing her aching feet, was killing.

There are plenty of good one-liners for

her in Jeremy Sams's English
translation.

But now Carsen casts his spell of

inspiration. As Cinderella goes to sleep

in front of the fire, a miniature fairy

godmother (LHHan Watson, bright and
twinkling, if a touch strident on the

highest notes) appears at the window
and turns out to be the stepmother’s

alter ego - her better half. The
attendant fairies are none other than

the household servants, tripping along
daintily with silver wings sawn on to

their uniforms.

Wearing the fairy’s blue high heels,

Cinders sets off for the ball only to find

Prince Charming curled up in her

father’s favourite armchair. Another
right decision: for the first time in my
experience these two roles were cast, as

the composer always intended, with
sopranos, Rebecca Evans as Cinderella

and Pamela Helen Stephen as the

Prince, each as touching as the other.

Their first duet floated as hushed as a

kiss on the breeze - only one or many
reasons to offer gratitude to the
evening’s conductor, Patrick
Fbumillier.

At last Massenet’s lovely opera has

the staging it deserves: its magic. Its

humour, its intimacy, all perfectly

balanced and with a sprinkling of

psychoanalysis light as fairy dust Any
regrets? Only that the ball scene omits

the ballet, included by the students at

the RNCM in Manchester last year.

Everything else is sheer delight. A
personal note to the managing director

of WNO: can I come straight back for

the next performance please?

A co-production with Monte-Carlo,
Toulouse, Turin and English National

Opera. Performances in Birmingham
tiffs week, then touring to Oxford and
Bristol

S
viatoslav Richter
returned to the Royal
Festival Hall on Sun-
day afternoon. A Rich-

ter piano recital is always a
special experience, with the
rarity of its provenance tinged

and heightened by the threat

of peril (will he turn up at all?

will he cancel at the very last

moment?).
On this occasion it was a

breathtaking experience: the
greatest living pianist encoun-
tered at the peak of his powers,

delivering Beethoven and
Schubert with awesome con-
centration of fire and ice, imag-
inative daring and breadth of
vision.

Jets of critical superlatives

can afford wearisome reading.

This time, however, this partic-

ular reviewer was left no alter-

native to spraying out whole
streams of them: artistic com-
pleteness of the kind demon-
strated by Richter’s second-
half accounts of the Beethoven
“Pathetic" Sonata and the
Schubert “Wanderer" Fantasia

has the power to make one feel

Recital

Sviatoslav

Richter
one has never really heard
either the works or the instru-

ment itself before.

Two summers ago, when he
came to Britain for concerts in

London and Aldeburgh, the
weight of Richter's septuage-

narian years and Slav melan-
choly seemed to press a little

harder on the playing than one
had imagined they ever could.

On Sunday, the cares of age
were cast aside. After a first

half of Bach - austere yet full

of questing turns of phrase and
touch, that was like a testing

of the waters - he plunged into

the second with an urgency all

the more exhilarating for being
directed entirely inward, to the

music’s very centre.

The Beethoven was all

urgency, every rhythmic pat-

tern alert with immediate
forcefulness and long-term sig-

nificance, the slow movement
a taut span of bated energy.

The timbre and weight of the

Yamaha grand, in some
respects not unlike that of a
“period" piano (but without

the limitations of volume and
inequalities of registration),

was made to seem the sound
and substance of Beethovenian

argument

There was no gap. no
shortfall between idea and
execution; nor - a handful of

forgivable, indeed hardly
noticeable finger slips apart -

was there in the Schubert one
of the mightiest adventures of

Romantic keyboard invention

here unfolded in all its

majesty. After two Grieg
encores, each one a
time-stopping marvel of
fine-grained pianism, the

concert was over, and one was
left wrung out, uplifted,

cherishing its memory.

Max Loppert

BORDEAUX

nd-Thdftre Tonight tomorrow,

Sat Nededands Dans Theater

tomographies by Jiff KyEan

IMs des Sports Tonight

kotow: Fabio Luisi conducts

Piastre National Bordeaux

jitaine in works Stoyabia

izunov and Respighi (5648 5854
)

COLOGNE

lhannonfe Tonight Andrei

m'lov plays Bach. Fn: Chns

tier Jazz and Blues Band. Sat

tt HaJmovitz plays baroqu^c^*0

wertos with Slovak Chamber

rfwstra. Sun morning, next Mon

i Tues: Dmitri Wtaenko conducts

[zenich Orchestra in

sstakovich, Liadov and
_

avinsky. Sun eveninfipenen

pal oviducts Budapest

nphony Orchestra in wagneL
uxtemps and Brahms.^^iin

oist Alyssa Park (0221 _2801)

emSSonight, S* BilyBu*!-

L'ttaliana in Algeri- Sun: Hansel

and Gnstel.(0221-221 8400)

CANNES

A week-long International dance
festival opens tonight at Pates des
Festivals with a Ballet du Rhin mixed

bill. Tomorrow's programme features

BUI T. Jones/Amie Zaire Dance
Company. Cuflberg Ballet presents

Mats SC’s Carmen on Fri, foffawed

by Lucinda Childs Company on

Sat Compagrrie Maguy Marin on
Sun, Phoenix Dance Company from

Leeds on Mon aid Gompania
NadonaJ de Danza from Madrid

next Tues (9298 6277)

DRESDEN

• A new production of Capricdo,

conducted by Christoph Prick and

staged by Marco Arturo Marefli,

opens at the Semperoper on Sun,

with a cast including Birgit Fandrey,

Olaf BSr, Hans-Peter Biochwltz and

Thao Adam (repeated Dec 1, 4, 8,

10). Repertory also indudes Der
'

RosenKavalier, Ariadne auf Naxos,

Ftdefio, Der f&egende HoKSnder and

Les Contes d’Hoffmann (0351 -484

2323)
• Julie Kaufmann sings Britten’s

Les Illuminations in a Dresden

Philharmonic concert at the

Kutturpaiast on Sat and Sun- The

programme, conducted by

jftrg-Peter Weigle, also includes

works by Schumann and Bruckner

(0351-486 6666)

DUSSELDORF

Deutsche Oper am Rhein The main

event this week is the premiere on
Fri of Eke Gramss’ production of

Arabella, wtth Pamela Cobum In

foe title role. Repertory also Indudes
Zar und Zimmermann. Turandot,

Die Zauberflote and Heinz Spoeril's

production of Giselle (0211-890

821 1). Duisburg Theatre has Salome
on Sat (0203-300 9100)
Schauspiethaus Repertory indudes
a new production of Shakespeare's
Troftus and Cressicfa directed by
David Mouchter-Samorai, plus

Romeo and Juliet, Maxim Gorki’s

Summer Guests and Eugene
O’Neiil’s Mourning Becomes Bectra.

American Drama Group of Europe
gives an English-language

performance next Tues of its stage

adaptation of Charles Dickens’ A
Christmas Carol (tickets

0211-369911 information

0211-162200)

FRANKFURT

Oper Tonight, Sat, next Mon (also

Dec 2, 4, 8): Sylvain Cambreling
conducts Matthias LanghofPs new
production of Simon Boccanegra,

with a cast led by John BrOcheJer.

Sun: Les Contes d’Hoffmann
(069-236061)

Alto Oper Tomorrow: an evening

with Peter Ustinov. Next Monday:
Ray Charles and his Orchestra.

Tuesday; Ludwig Gtittier plays

baroque trumpet concertos (068-134

0400)

GOTHENBURG

Konserthuset Tonight tomorrow:
Neeme Jflrvi conducts Gothenburg
Symphony Orchestra in works by

Stenhammar, Beethoven and
Nielsen, with instrumental soloists

MihaeJa Martin, Frans HeJmerson
and Roland Pfintinen. Next Tues:

Gothenburg Vocal Ensemble in a
programme of songs by Brahms,
Grieg and Rossini. The Gothenburg
Symphony Orchestra tours

Switzerland from Nov 28 to Dec
4 (031-167000)
Store Taatem Repertory consists

of a new production of Rigoietto.

conducted by Gabriele Bellini and
staged by Sonja Frisell, and a revival

of Christopher Renshaw’s
production of Die Zauberfl&te
(031-131300/031-136500)

HAMBURG
Staatsoper Tonight Friday: La
traviata with Tiziana Fabbricini.

Francisco Araiza and Giorgio

Zancanaro. Tomorrow, Saturday;

ballets by Neumeier, Lubovich and
Be Sunday: Christian Thielemann
conducts Ruth Berghalts’ production

of Tristan und Isolde, with Wolfgang
Fassler and Gabriele Schnaut
Tuesday: choreographies by
Naumeier, Van Marten and Ek

(040-351721)

LYON

Auditorium Tomorrow, Fri, Sat
Ernmand Krivine conducts Orchestra

National de Lyon and Prague
Philharmonic Chorus in Verdi's

Requiem (7860 3713)

Optra Fri* Lawrence Foster

conducts a programme of duets

and arias wtth Barbara Hendricks

and Gino Qullico. On December
3: first night of Don Giovanni (tel

7200 4545 fax 7200 4546)

MUNICH

Staatsoper Tonight, Sat, next Tues:
Gerd Albrecht conducts Thomas
LanghofPs new production of La
Damnation de Faust, with Thomas
Moser, Jeanne Piiand and Alan
Titus. Tomorrow, Sun: Peter

Schneider conducts Ole
Meisters'mger von NQmberg, with

Bemd Weikl, Kurt MoU and Nancy
Gustafson. Next Wed, Sat La
traviata with Julia Varady
(089-221316)
CuvflU6s-Theater Fri, next Tues:

Heinrich Bender conducts revival

of Nikolaus LehnhofTs production
of Henze’s Der Prinz von Homburg,
with Frangois Le Roux. Helga
Demesch and William Cochran
(089-221316)
Gastelg Tonight Sat next Tues:

Sergiu Celibidache conducts Munich
Philharmonic Orchestra and Chorus
In Verdi’s Requiem, with soloists

Margaret Price, Reinhild Runkel,

Peter Dvorsky and Kurt Rydl. Sun:
Alexander Dimrtriev conducts St
Petersburg Symphony Orchestra

in works by Brahms and
Rakhmaninov, with piano soloist

Helene Grimaud (089-4809 8614)

OSLO

Konserfous Tonight Lucia Aliberti

sings opera arias with orchestral

accompaniment conducted by
Maurizio Barbadni. Tomorrow, Fri:

Mariss Jansons conducts Oslo
Philharmonic Orchestra in works
by Honegger and Bruch, with violin

soloist Reiko Watanabe. Next week:

Jansons conducts Honegger and
Bruckner (2283 3200)

STOCKHOLM

Royal Opera The Swedish premiere

of Glen Tetley’s ballet The Tempest
set to music by Arne Nordhefm,
takes place on Fri (repeated Nov
27, Dec 1.2, 4. 6, 8, 10, 14).

Repertory also includes La traviata

and Cav and Pag. Ann-Margret
Pettersson's new production of The
Turn of the Screw opens at Sddra
Teatem on Sat (tickets 08-248240
Information 08-203515)
Konserthuset The programme
tonight tomorrow and Fri Is devoted

to a festival of Swedish music, the
highlight of which is tomorrow's
performance of Atterberg’s Fourth

Symphony by foe Royal Stockholm
Philharmonic Orchestra conducted
by Gennady Rozhdestvensky (tickets

08-102110 information 08-212520)

STRASBOURG

Theatre Municipal Fri: Klau3 Weise
conducts Jean-Claude Berutti’s

Lyon production of Schumann’s
Manfred, with Manfred Karge in

the title role. Daily till next Wed
(8875 4823)

STUTTGART

Staatstheater Tonight Sat Gabriele

Ferro conducts concert

performances of La Damnation de
Faust with Glenn Winslade, Marilyn

Schmiege and Philippe Rouillon.

Tomorrow, Sun, next Wed: II

barblere di Siviglla.

ARTS GUIDE
Monday; Berlin, New York
and Paris.

Tuesday: Austria, Belgium,
Netherlands, Switzerland.
Chicago, Washington.
Wednesday: France, Ger-
many, Scandinavia.
Thursday: Italy, Spain,
Athens, London, Prague.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Super Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Super Channel: Financial
Times Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial
Times Reports 1900
Sky News: West of
Moscow 0230; 0530
Sky News: Financial Times
Reports 1330: 2030
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Last night Mr
Douglas Hurd,
the British for-

eign secretary,

hosted a recep-

tion in honour
of the West-
minster Foun-
dation for
Democracy.

This little-known quango has
now been up and running for
just over a year, headed by
Diana Warwick, formerly gen-
eral secretary of the Associa-
tion of University Teachers.
Ms Warwick is certainly no

Tory. By choosing her as the
WFD's first chief executive, the
board of governors (seven poli-

ticians of various parties,
seven independent “experts")
showed that, in its effort to
spread pluralism overseas,
Britain would practise what It

preached.

At first glance the WFD
looks like a belated and rather

feeble imitation of the US
National Endowment for

Democracy, set up by Ronald
Reagan as part or his world-

wide anticommunist crusade
back In 1983. Both are sup-
posed to spend taxpayers'
money on promoting democ-
racy abroad, and both have
structures designed to reftite

any suspicion that the party In

government at home is using
them exclusively to back
like-minded parties in other
countries.

The Ned has $35m (£23.7m)
to spend annually, beside
which the WFD's Mm for
1993-94 looks rather paltry -

though it is double what it was
In its first year, and Ms War-
wick has asked for a further 50

per cent increase in 1994-95,

hoping Mr Hurd's enthusiasm
will shelter her against the

chill wind blowing from the
Treasury. But the Ned nearly

got blown away Itself this sum-
mer, when the House of Repre-

sentatives deleted its entire

budget from the 1994 foreign

aid appropriations bill. (It was
restored only in October by a
House-Senate conference com-
mittee.)

The Ned had come under
attack for corruption and mis-

management, and for running
its own foreign policy which
does not always coincide with

the US government's. Its struc-

ture seems almost designed to

produce that result, since it

passes 70 per cent of the

money on to four subsidiary

quangoes. set up respectively

by the Republican and Demo-
cratic parties, the AFL-CIO
trade union movement, and
the US Chamber of Commerce.
Officials of these bodies, and of

the Ned Itself, have been
accused of using the money for

Quaint
little

quango
Democracy and
British interests

go hand in
hand -

sometimes
“political tourism’*

, luxury
travel for themselves and their

friends ostensibly for political

fact-finding, and of financing

activities whose connection
with democracy was dubious

at best
Examples from the 1980s

given in a recent briefing paper

from the Cato Institute, a
Washington think-tank,
include the funding of a mili-

tary-backed presidential candi-

date in Panama; of the opposi-

tion to former President Oscar
Arias of Costa Rica (whose
Impeccable democratic creden-

tials were marred only by Ms
criticism of US support for the

Fifty per cent of its

funding goes to
projects suggested
by British political

parties

Nicaraguan Contras); and,
most blzarrely, of an extreme
rightwing group in France, jus-

tified by the AFL-CIO on the

grounds that France, under
Francois Mitterrand, was
“threatened by the communist

apparatus”.

The WFD. with much less

money to throw around and a
staff of only four, should have
less scope for such abuses.
Although 50 per cent of its

funding goes to projects recom-
mended by British political

parties, each project has to be
approved by the foil board.

It has started work in three

priority areas - central and
eastern Europe, the former
Soviet Union, and English-

speaking Africa - where many
countries attempting a transi-

tion to democracy are consid-

ered “intrinsically important to

Britain” and/or particularly

amenable to British leverage.

Among projects Ms Warwick is

particularly proud of are spon-

sorship of Sposterihach, a bul-

letin produced by a small

group of Ukrainians “to inform

Ukrainian opinion-formers
about international affairs and

International perceptions of

Ukraine": and support for inde-

pendent media in the former
Yugoslavia, notably the news-
paper Osfabodjenjt in Sarajevo
and the TV station Studio B in

Belgrade.

Both of those come under
the “non-partisan” heading. Of
projects proposed by political

parties, the Conservatives have
so far had the lion's share In

central and eastern Europe,
while all the South African

projects In the first year were
proposed by the Labour party,

involving various forms of
assistance to the ANC. By con-

trast there were non-partisan

projects in Kenya and Malawi,

both aimed at helping to nudge
reluctant governments towards

multiparty democracy.

Support for the Malawi Dem-
ocratic Alliance was perhaps

the most daring, since this
,

happened in a country whose 1

government had not yet con-

ceded the principle of multi-

party democracy. But it still

fitted with the broad thrust of

British foreign policy, which is

to encourage accountable and i

transparent government in

countries that receive British
|

development aid. The WFD is

conspicuous by its absence in

east Asia, where western !

efforts to export democracy
have run into harsh criticism

from governments of countries,

such as Singapore, with which
Britain has important business
ties.

In the Islamic world, the

WFD's first-year activities were
confined to two projects in

Yemen and one in the Palestin-

ian occupied territories. BAs

Warwick appeared uncomfort-
able when I asked her how the

board would react to an appeal

for help from a group of Saudi
Arabian citizens seeking to

promote democracy in their

country. She referred me to the

“guiding principles" set out in

the foundation’s first annual
report, which declares the need
to “reinforce success" and
"prevent backsliding”, and
notes “the relative importance

of different countries to British

interests". Saudi Arabia Is, of

course, very Important to Brit-

ish interests, but I doubt if Mr
Hurd thinks those interests

would be served by promoting
democracy there.

On the other h»wri there Is a
fourth guiding principle, rather

cryptically phrased: “the con-

tribution to the 'domino'
effect”. Could it be that the

foundation sees Yemen as a
democratic “domino" on the
Arabian peninsula? It is proba-

bly more tactful not to ask.

I
t has taken nearly five

months. But yesterday
Britain was able to see Its

new economic double act

of Mr Kenneth Clarke, the
chancellor, and Mr Eddie
George, the governor of the

Bank of England, in action

together for the first time.

The half percentage point
cut in bank base rates to 54>

per cent, their lowest level

since 1972, was a surprise.

Nearly 10 months had elapsed

since the- last base rate cut
from 7 per cent to 6 per cent
The City had been pencilling in

a cut on or shortly alter next
Tuesday’s Budget to offset, per-

haps only in part,, the higher

taxes still expected that day.

The Treasury's gloss on the
rate cat was significant It

marked a further step towards

giving the Bank a greater

share in monetary policy-

making. a process that began
after the debacle of sterling's

exit from the European
exchange rate mechanism, on
September 16 last year. At the

same time, it reaffirmed the

impression fostered in recent

weeks by Mr Clarke that inde-

pendence for the Raiiic is not

high on his agenda.

In his statement announcing
the cut, Mr Clarke made dear

that the first official interest

rate change since he moved
into Number 11 Downing
Street at the end of May was
Ms decision. As has become
customary since Black (or

White) Wednesday, the change

in borrowing costs was justi-

fied in the light of a range of

monetary indicators. By saying

that he had weighed these foo-

ters and taken “foil account of

the measures” that he would
announce in the Budget, the

chancellor also gave a strong

indication that there would be
no further Budget Day rate cut

to follow yesterday's reduction.

But he also mada clear that

yesterday’s move followed con-

sultation with Mr George, and
in that sense it is to be
regarded as a joint decision of
Bank governor and chancellor.

Moreover, the timing of the
decision had been left to the

governor. Mr Clarke added
that “from now an the precise

timing of interest rate changes
will be a matter for the Bank
to decide”.

The contrast with the last

base rate cut on January 26

could not have been greater.

That cut determined as yester-

day through the announce-
ment Of a minimum tending

rate by the Bank, clashed with

an important auction of gov-

ernment gilt-edged stocks and
was widely interpreted as a
politically inspired move by a
badly rattled prime minister.
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up the right way
Peter Norman looks at the evolving relationship

between the Treasury and the Bank of England

'

ft prompted Mr Norman -

Lament, the former chancellor,

to urge in his bitter resignation

speech in June that the timing

of future interest rate changes
“should never be used to offset

some unfavourable political

event”.

Mr Lament's words bore
fruit yesterday. An important
consideration for Mr Clarke

and the Bank was to- divorce -

the rate cut from day-to-day

politics. An announcement'
amid the ballyhoo of Budget
day nest week would have
imrtemTTnprf the government’s
insistence that its monetary,

policy must be consistent with
keeping inflation, as measured
by the retail prices index
minus mortgage interest pay-

ments, inside its 1 to 4 per cent
target

What we cannot judge is who .

influenced whom: whether, for

example, there was a complete

.

meeting of minds between Mr
Clarke and the governor- on
half a percentage point or
whether the chancellor pushed
for more and "steady” Eddie,
with his known loathing of
inflating resisted such a move.

It was also difficult yester-

day to pinpoint when the basic

decision to cut rates was
tfllran Neither the Bank nnr

Treasury would elaborate on
the history of the move
although the Treasury
announcement, which referred

to last Thursday’s news of a
drop in average earnings
growth to 3 pea: cent, suggested
that chancellor and Banit gov-

ernor decided late last week.
However, the circumstances

of the rate cut point to a high
degree of trust between the
chancellor and. the governor.

Mr George is clearly in the

Budget “loop” and knows more
about the chancellor’s plans

for taxation than government
ministers other thaw the prime
minister and those in the Trea-

sury.

This is consistent with what
we know about the relation-.,

ship that has developed
between the two men since Mr
Clarke took over the Treasury -

at the end of May and Mr
George moved up from deputy
to governor of the Bank at the
beginning of July.

The chancellor fr
ys been gm-

erous in his praise of Mr
George and the.appreciation is

reciprocated. Although Mr
Clarke is garrulous and Mr
George famously tight-lipped,

the two rmm are more similar

than they might appear: Both
are roughly the same age (Mr
George is 55, Mr Clarke 53).

Both were educated at Cam-
bridge University. Both have
risen from humble back-
grounds on the strength of
their ability and drive.

But the decision to involve

the Bank more closely in inters

est rate policy has deeper roots

than the good relationship
between two successful men. It

builds on the decision after

sterling’s exit from the ERM to

set an official inflation target

and make the Barik af England

responsible for .
monitoring

progress towards achieving

this. In its quarterly inflation,

report. Mr George, when
named governor in February,
was given a. specific mandate
“to support the government in

its determination to bring
about a lasting reduction in

the -rate of inflation”. Mr
Clarke ham gradually pvtpnfted

the bank's leash. The inflation

report-published at the begin-

ning of this month was the
first to be Issued by the.Bank
without having to be submit-

ted to advance scrutiny by the

Treasury.’

So wfiy dkL the Bank choose
yesterday to exit rates? Mr
George's explanation, to a BBC
radio reporter yesterday; was
that he- “couldn’t see any par-

ticular reason why we should

wait until after this Budget”,

given what he knew from of

the .
chancellor's Budget plans

and from recent statistics.

It could all be a skilful move -

by the '
politically ' agile Mr

Clarke to- defuse -anxieties ^
ahead of his Budget Tho Bank
clearly regardsyesterday's rate

: cut as part of-a rebalancing of

policy and not an easing: That
suggests- that the chancellor

will announce s farther fiscal,

tightening next week on top of

the extra taxes totalling £&7bn
for 1994-96 and ElO^bn for

1995-96 announced m Mr Lam-
ent's test .Budget in March.

-Although the Bank and Trea-

sury insist that there is no
“ready reckoner” to measure a
trade-off between changes in

-interest rates end fiscal policy,

it would be logical to deduce

from* yesterday's modest rate

cut that -any tax increases tube ^
nrinmTTifH^ hCTt week wlll not W
be great The forecasts of City

pundits .
yesterday pointed

towards net tax Increases of

£2ta to.£3bn.- .-
.

- .

owaver, Mr Clarke
could, still spring a
nasty surprise.
There are signs that

the Bank believes the economy
is growing more strongly than
the 19 per cent annual rate

disclosed in official figures last

week.' Its interest rate move
yesterday has to be seen In the

context of lags In the effect of

.monetary policy which mean .i^

that the Bank was acting with m
a view to conditions in the

economy two years away
rather than in the' near fixture.

In other, respects, yesterday
was a good day for the Bank to

act There were no statistical

releases to cause market opera-

tors to suppose-that specific

indicators in future might trig-

ger further rate changes.
And Mr Clarke, by givtng~the

Mr George a little more elbow
room, may have taken, some
heat out of a longer-term pol-

icy Issue - whether to give
independence to the Bank.

. Tim -bandwagon for having
an independent but democrati-

cally accountable Bank of
England is gathering pace. A ,,

top level panel of academics.^#
City luminaries, former central

bankers and erstwhile finance
mfatetry itfpriak from Brllaln

and abroad lost week proposed
that the Bank should be free to

set monetary policy indepen-
dent af the Treasury. The influ-

ential House ofCommons Trea-

sury and- Civil Service
Committee is expected to cmne
.up -with the same message
before Christmas.

. lit is hot a message .that the
parlianwitafian Mr (hirrkp is

particularly keen to heed. The
more he gives the Bank greater

operational responsibility now,
the less he may have to cede

real power later.
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VAT on all food a harmful move
an low incomes. The NCH sur-

Bonds sign

of Italy’s

confidence
From Ur Fabrizto Gatimberti.

Sir, Barry Riley is puzzled by
Italy issuing 30-year govern-
ment paper (“Italy adds
another dimension to debt",
November It). I agree that a
country believing in low infla-

tion should be wary of locking
in high real interest rates for

30 years. But ibis did not stop

the US government from issu-

ing 30-year bonds at punitive

rates in the early 1980s, when
Paul Volcker (then chairmen
of the US Federal Reserve) was
hell-bent on uprooting infla-

tion. A country like Italy

which, for better or worse,
houses the third largest bond
market in the world, must
offer investors the possibility

to play with all the notes of the

maturity keyboard. As Barry
Riley says, the 30-year braid is

a diversion. But a useftil one.

Mr Riley’s conclusion Is pes-

simistic: Italy will be forced to

restructure the debt, and
“there will he action long
before 2023". However, both
the experience of Belgium
(with a higher debt/gross
domestic product ratio than
Italy’s) and the UK (where
after the war the debt/GDP
ratio stood at 300 per cent)
show that default is not the
only way out Italy has already
locked in low inflation through
the most effective incomes pol-

icy in Europe. Policy makers
can only wait for the markets
to appreciate present virtue
more than past vices.

Finally, Barry Riley writes
that Italy's primary budget def-

icit is worsening. This is incor-

rect, both as to level and rate

of change. The primary budget
has been in surplus since 1992.

The OECD estimates that in

1993 Italy will have a surplus

of 2 per cent of GDP in its

primary balance, against a sur-

plus of 0.4 per cent for Japan
and a string of deficits for the

the five other G7 countries. As
to the rate of change, Italy is

about the only country record-

ing an improvement of its pub-

lic finances in 1993. Maybe this

is why the Italian government
fell confident enough to dip its

flimnrtfl? toes in the uncharted
waters of the 30-year bond.
Fabrtzio Galimberti,

chief economist,

B Sole 24 Ore,

Via P Lomazso 52.

20154 Milan, Italy

From Mr Robin Simpson.
Sir, Michael Poyner (Letters.

November 19) argues that all

food should he subject to value
added tax. He says that “to

suggest that this would harm
the less well-off is unproven".

There is already abundant
evidence that, even without
VAT on most foods, some fami-

lies simply cannot afford a
healthy diet. For instance,

there are the 1990 study by the
Family Welfare Association
and the 1991 and later surveys
by the National Children's
Home. The findings of these
studies are reinforced by data
from the 1990 Dietary and
Nutritional Study of British

Adults and the 1991 Household
Consumption and Expenditure
survey, which spell out the
sharp differences between the
diets of the better off and those

From MrDS Baber.

Sir, The debate continues as
to whether commercial over-

due accounts should be subject

to statutory interest Nothing
has altered our belief that if

such legislation were imposed,
it would be a bureaucratic
nightmare to administer and
could be viewed by many debt-

ors as an invitation to take
more credit from their suppli-

ers rather than approach their

banks.
We firmly believe that the

Sir, While there is much to

commend French Railways,
handing over British Rail to

our French colleagues might
not have the effects your corre-

spondent Noel Clarke (Letters.

November 32), claims.

In 1992, tor example, Inter
City delivered 87 per cent of its

trains on time or within LQ

From Ms Daphne Orem.
Sir, Tony MaDin of the

Finance and liwtJng Associa-

tion is quite wrong to claim

that changes by the Office of

Fair Trading to current leasing

regulations are not favoured
by small businesses (Survey of

leasing and asset finance,

November 19).

This chamber has presented

vey shows that it is primarily

lack of money, not ignorance,

that accounts for lower spend-

ing by poor households on
fresh fruit and

.

vegetables.

Low income can also make it

impossible fra: people who live

well away from big supermar-
kets, hypermarkets and dis-

count stores, and who don't

own a car, to afford frequent

fores In order to benefit from
lower prices often available' at

these shops.

Poor diet, of course, puts

health at risk and will make it

harder for the targets set in

the government's Health of the

Nation paper to be met
If VAT were to be added to

all foods, the plight of the poor-

est families would be worsened
at a stroke, unless state bene-

fits ware raised to compensate.

would be sufficient: that all

companies be required to pub-

lish in their statutory audited
accounts the amount owed to

creditors beyond (say) 60 days
overdue.

Thus, at a glance, all poten-

tial suppliers could quickly
judge if they would be likely to

be paid promptly. The larger

the corporation, the more fre-

quently are the accounts
published, so the situation

would be well regulated. The

clocked in within 14 minutes of
advertised arrival times. Inter
City achieved that without
subsidy. In total, French Rail-

ways receives about 50 per
cent more subsidy than BR as

a proportion of its income.
We may stffl have our imper-

fections, but BR has .posted

evidence personally and in
writing to Sir Bryan Carsberg,

OFT director-general, urging
that protection afforded to
individuals and unincorporated
businesses be extended to pri-

vate companies. Leasing deals
can be a minefield for smaller
businesses.

Both the FLA and govern-
ment should remember that

There could also be an outcry
from other consumers if their

food bills suddenly rose by 7

per cent to cover VAT - partic-

ularly if tiie argument used to

justify this Is that it will bring
the UK in line with the rest of

the EU.
It seems highly premature to

do this before reforms are com-
pleted to the ED’S Common
Agricultural Policy, which cur-

rently costs the average house-
hold of four almost £20 a week
extra - the combined cost of

food bills kept artificially high
by this policy, and extra taxes
which go to pay for storing the
surpluses produced and then to

subsidise their disposaL
Robin Simpson,
head of policy.

National Consumer Council,

20 Orosoenor Gardens,
London SWlWODH

really bad payers would soon
gain the notoriety they
deserve.

There is no doubt that if

more capital were released into

circulation rather than tied up
in overdue accounts it would
benefit the British economy
enormously.
DS Baber,
managing director,

Credit Protection Association,

CPA House,
850 King Sheet.

London W6QRK

some remarkable improve-
ments in operating perfor-
mance in recent years, and has
consistently been among the
most efficient in Europe finan-

cially foradecade.
Ian MacKellar,
chief press officer,

British RaUxoays Board,
24 EoershoU Sheet,

London NW1 1DZ

small businesses and the jobs
that depend on them can be at
the mercy of the unscrupulous
and some regulation is in (he

I
interests of business.

Daphne Green.
\
dudnrnm, Leeds & Bradford

. Chamber of Commerce and
Small Business Canarditee,

Mill House, Troy Road,

Horsfarth, Leeds LS1S5NQ

Publication better than legislation on debts
simple alternative suggestion

Not really such a good way to run a railway
From Mr Ian MacKellar. minutes. In the same year, 749

per cent of French TGVs

Small business in favour of leasing changes
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The renewed' interest in
wort-sharing among European
governments, some larger employ-
ers,- and the European Cammis-
sran, does not deserve. the brash
on it has received train. Hr Kan-
B&tk Clarke, the UK chanceHoir.
Smse of Mr Clarko's suspicions

are well-founded. Work-sharing,
has become associated with anti,

competitive reductions in working
time, as proposed in a recent
European Socialist manifesto. Sup-
porters of work-sharing ai«i some-
times make the edementary -mis-
take of assuming a static economy
with a fixed amount of labour to
share .out and so overstate its
potential contribution to reducing
unemployment.
But there are, equally, a number

of economic and political treads
that are making work-sharing a
more practical proposition.

first, there is a much more real-
istic acceptance on the part of
employees,, and even same-unions,
that work-sharing nmawg pay-
sharing and must not be allowed
to increase unit labour costs. Sec-
ond, a decade of growing incomes
for most of. those in employment
in Europe has increased the num-
her of employees who are suffi-

ciently well paid to countenance a

'

tradeoff between pay and working
time. Third, opinion polls suggest
that work-sharing is popular
because it goes with the grain of
more flexible and family-friendly
working hours. Indeed, on the
same day that Mr Clarke was ttia.

Tnimdng work sharing in Brussels,
Ms Ann Widdicombe, the Employ-
ment Minister, was praising it in
London, at a seminar organised.by
a group called New Ways to Work. -

Prejudice and inertia

Standing in the way of the
spread of work-sharing is preju-

dice and inertia on the part of
both employers and employees,
along with an array of tax,

employment law, benefit and pen-
sion rules whichcreate rfutiruvn.

tives to cutting horns and pay. To
cite just

-

one example, a huge
number of older workers who
might be attracted to work-shar-

ing as they approach retirement
are put off by final salary .pen-

sions, which link- their .pension -

level to their final rates erf pay.

Many employers, too, point; out
that even if workers take corre-

sponding cuts in' pay the outcome

is notunitlabour cost neutral for
tfciem.-as there are extra head-
count costs relating to such things
as recruitment and training.
One idea would be for goveznr

moots to provide modest incen-
tives for employers to off-set the
disincentives to companies of a
larger headcount But many

.
employers should not require sub-
sidies. Service organisations, espe-
cially, can get a better relative
contribution from part-time or
four-day-week staff By offering

- flexible -working time panimpm
,

.they .qm recruit .from a larger
base and retain valued staff The
main role for government ahnnid,

therefore, be in removing disin-
centives which work against flexi-

ble working boms.

Reduction in hours .

. Government can also set an
example in the public sector. The
Netherlands example, where all

new posts in the public sector are
limited to a maximum 32 hour
week, would probably not be
appropriate in the UK. But the
Netherlands did experience a 30
per cent rise in employment
between 1983 and 1892, along with
a 13 per .

cent reduction in hours
worked per person.
The economics of work-sharing

are more complex than that equa-
tion suggests, and work-sharing
does not deal with the root causes
of unemployment. But if the effect

cm both demand and competitive-
ness is neutral, there is no reason
why it should not have some
small positive impact on employ-
ment over the medium-term.
For many, workers, however,

especially those on middle or
lower incomes, cutting working
time atid pay remains unattrac-

tive. Nissan car workers in
Sunderland, faced with a down-
turn in production recently, chose
to stick to Tinma) working hours
for the majority and voluntary
redundancy for a small minority.

And even, relatively well-off Volks-
wagen workers have been com-
ptoinftig that the loss of one day's

pay per week will leave them
struggling'-

lire .massage that these is no
suchtifinga^a “normal” working
week, working day or working
tifetimp will take years to sink in.

That applies as nrnch hr Brussels

as in governments and businesses

across Europe.
'

•
•

UK base rate
The half a percentage paint cut in

the UK base rate erf interest

announced yesterday is a bit of a
disappointment It is disappoint-

ing not so much in itself, as for

what it suggests about the pro-

spective balance of fiscal and mon-
etary policy. If next week’s fiscal

adjustment were of comparably
modest proportions, the chancel-

lor would have failed to achieve

the needed rebalancing of CJK

macroeconomic policy.

A country wtth - a floating

exchange rate can correct mone-
tary policy mistakes relatively

easily. Fiscal mistakes are another

matter. If this opportunity for a

decisive rebalancing were to be

lost, it may prove difficult to cor-

rect tile error before the next elec-

tion. By then, it could be too late.

When Mr Clarke , states that the

base rate cut takes “full account

of the overall stance of the Bud-

get", he would seem to be making
two points: first and most obvi-

ously, that no further cuts can be

expected at the time of the Bud-

get; second and more specula-

tively, that the Budget wifi, con-

tain only a modest farther fiscal

tightening.

That the Rank of England has

been allowed to determine the tun-

ing of the decision is intended to

reinforce credibility by divorcing

the timing of the cut from any
specific political event and from

any particular economic indicator.

Tins is sensible. But Mr Clarke

remains the organ grinder.

This is the first cut of just half a

point since May 1992, which sug-

gests that the exceptional period

of large cuts that followed ster-

ling's exit from the ERM is now
over. Small frequent changes are a
sensible way of adapting to mod-
est changes in circumstances.

Small, infrequent changes are

another matter.

Lower inflation

This is, after all, the first inter-

est rate cut in 10 months. Yet that

period has seen, encouraging prog-

ress on inflation, particularly in

view of the devaluation. It has

also seen a marked downward

adjustment In expectations of

inflation. At the same time, recov-

ery has proceeded at a modest

pace, if faster than the Treasury

Avpeoted last March. If this perfor-

mance justifies no more than a

half point cut In base rates, the

government would indeed seem

determined -to lower inflation

towards the middle of its 1-4 per-

cent target range. Hie top end is,

it appears, not low enough.

The aims is defensible. The UK
has paid a high price to get infla-

tion down. But the pursuit of the

the aim in this way brings with it

risks.

The most important danger is

that fiscal tightening may become
still mare necessary, since slow
recovery would of itself entail a
correspondingly modest improve-

ment in the fiscal position. The
worry is that such a modest
improvement from what is the

UK’s biggest ever inflation-ad-

justed deficit in peace time may
undermine the credibility of the

low inflation objective, which
would increase the chances of a
market-driven rise in long term
nominal interest rates.

Monetary easing
The possibility that a modest

monetary easing may, in the end,

necessitate a larger fiscal adjust-

ment than a sharp one is.only one
danger. Also problematic Is the

UK’s external position. It is possi-

ble to take a purist position on the

fact that the UK is running a cur-

rent account ' deficit while output

is well below potential But the

purist position depends on the

implausible assumption that

resources ran be shifted smoothly

and easily in and out of the pro-

duction of tradeable goods and
services.

All the evidence on the perfor-

mance of the UK economy over

the long term suggests this is not

true. It takes a long time before

changes in profitability lead to

increased investment in industries

exposed to the pressures of exter-

nal competition. This makes it

cHn more essential that the .fiscal

and monetary policy mix be con-

sistent with such sustained profit-

ability. The position today offers

an opportunity to secure that aim,

along with low inflation.

A large fiscal adjustment offset

by farther reductions in base rates

would be the best possible policy

in the UK’s current position. True,

it would also risk a short term

spike in headline inflation. But it

would also reduce the risks posed

by the present fiscal position.

Boldness Is sometimes safer than

the more comfortable alternative

of “steady as she goes”. This is

one of those times.

F
or much of the past seven
years Grand Metropoli-

tan, the large consumer
products and services

group, has insisted that it

is no longer an unpredictable mav-
. . erick and has acquired a clear and

:
purposeful sense of direction. Its

. challenge now is to show that it

knows not only where it wants to
' go, but how to get there.

From next Wednesday, there will

be a new pair of hands on the

wheel They belong to Mr George
Bull, who moves from heading
GrandMet’s food division to become
chief executive and heir apparent to

Sir Allen Sheppard, the group's
‘ flamboyant and hyper-active chair-

man.
Long an acquisitive conglomer-

ate, GrandMet has re-shaped its

operations the mid-1980s- It

has sold a string of mostly unre-
lated businesses including hotels,

betting shops, brewing and much of
its pubs estate. It has also entered
new ones, notably by buying Pills-

bury, the US food and restaurants
company, for $&8bn in 1988.
' Though the torrent of deals bewil-

dered some observers, the group
says that, unlike its previous wheel-
ing and dealing, they were all part
of a master plan. Its central objec-
tive is to become a tightly focused
concern, dedicated to international
leadership in branded food, drinks
end retailing.

Yet old ghosts continue to haunt
GrandMet For all its repeated state-

ments that it is committed to a
coherent strategy, Sir Allen admits
that many iiywstm! remain uncom-
fortable. “Just under the surface,

they are still 01 at ease," he says.

The choice of Mr Bull has been
widely interpreted as a sign that

GrandMet's board believes a change
of management style - if not of
corporate direction - is needed. AD
the more so. since Mr Bull was pro-

moted over M* lan Martin, the chief

operating officer long considered
favourite for the top job.

Unlike Mr Martin
,
who has a rep-

utation for abrasiveness and is best-

known for bis skill in reorganising
troubled businesses, Mr Bull is a
suave marketing man to his finger-

tips. A fruity-voiced old Etonian
and former Guards officer, he
affects an amiably bumbling man-
ner, calling himtelf “a Simple
drinks merchant”.
The pose fools nobody who knows

him wefl. In reality, he is respected

as an astute, demanding and inde-

pendent-minded manager, who
inspires strong loyalty amnng staff.

He also has an impressive record in
building businesses - not tradition-

ally regarded as GrandMet’s stron-

gest suit

As chief executive and then chair-

man Tmtii last year of International

Distillers & Vintners, Grand Mefs
drinks division, he helped make the
business the world's largest spirits

company and the main flngtnfl of

the group's growth.

mV’s compound annual profits

growth exceeded 20 per cent in the

five years to 1392, when it contrib-

uted 56 per cent of GrandMet's
total Despite recession, it continues

to chum out cash and is estimated

to have raised profits by at least 10

per cent in the year to September.

The 57-year-old Mr Bun strikes a
more conservative tone than the

group has sometimes done in the

past Shunning breathless rhetoric

about global goals - “I bate the

word global" - he talks instead of a
stepping-stone approach to interna-

tional expansion. He is also said to

be less preoccupied than Sir Allen

with maximising short-term finan-

cial returns.

IDs personal style is unusually
austere by the standards of senior

GrandMet executives. While the

group’s headquarters occupy a large

and sumptuously furnished man-
sion in London’s St James’s Square,

Mr Bull made a point of having his

utilitarian quarters at IDV’s
Regents’ Park offices redecorated
only infrequently.

A strong believer in decentralised

management, he has already set

about chapping back an elaborate

network of committees which
sprang up under Mr Martin.

"George wants less interference

from the centre. We are going back

to the good old days when decisions

Pizza the

action
Some companies have learned

to their cost that gimmicky
promotions ran backfire — viz

Hoover’s disastrous free flights

offer...

Pizza Hut, the Pepsico-owned
restaurant Pham, is possibly now
regretting its latest marketing foray

at New York's Madison Square
Garden, borne to the New York
Knicks, America’s top basketball

team.
At Knicks’ games Pizza Hut is

offering free pizzas to everyone
in the crowd, so long as the Knicks'

opponents &fl to score at least 85

points. This is quite a gamble, given
that every game is a sell-out to a
capacity crowd of 20.000 fens, and
the Knfo-ks are the best defensive

team in the league.

Several times so far this season
visiting teams have struggled to

make 85 points, putting the heat

under those Fisa Hut executives

responsible for the idea. Their
personal career version of

pizza-togo almost arrived in last

week’s game against Miami Heat
Thousands of hungry New

Yorkers howled “pizza, pizza, pizza"

as thefind seconds of tHp game
against Miami - on a puny 82

points - ticked by. Miraculously,

Miami reached 85 points as the

whistle blew.

Pizza Hut executives also blew
- a sigh of relief - but it vanished

Burgers, booze
and Bull

Guy de Jonquieres examines GrandMet’s
strategy and seeks common ground
between its food and drinks divisions

GrandMet: a mixed bag of businesses

\:\\A

Turnover from continuing operations: £7.045bn
Profit before exceptional items and taxation: £871m

Main interests
International Distillers & Vintners
Sales: £2.86bn. Operating profit £505m.
World's largest spirits producer, with operations in

48 countries. Brands Include J&B, Smirnoff. Cinzano, I

Baileys and Piat d*Or.

Food I

Sales: £2.6bnJ Operating profit £186m. |
Brands include Pfflsbury baking products, Green fj

Giant processed vegetables, Hagen-Dazs ice cream It

and Alpo petfood. fj

Branded retailing and pubs
Sales: £1.54bn. Operating profit £186m.
(Includes Chet & Brewer pub restaurant chain, sold

in October 1993.) Activities include:

Burger King: fast-food chain, with 6,000
restaurants, of which 5,700 In US.
Pearie: world's largest eyewear retailer with

1,000 outlets, mainly In US. -

GrandMet Estates manages lnrtrepreneur

Estates,chain of more them 6,000 pubs
owned jointly with Fosters.

j

Rgires year to September 381982 '
j

GrandMet's biggest deals
since 1985

9 198& Buys Pearie for $386m

9 1987: Buys Heubleln for SI ,2bn
Setts contract services business
for £160m,
Quality Care tor SI 02m and
Children's world for $1 17m

9 1988: Buys RUsbury for S5.Sbn and
WilRam-HiB for £321 m.
Sells Intercontinental Hotels for

£i.2bnnet and
US drinks bottlers for $400m

9 1989: Buys Wimpy restaurants for £108m.
SeBs betting shops for £685m,
PiBsbury restaurants la* $431m,
and Bumble Bee for $269m

9 1990: Buys 20 per cent of R6my
Cointreau for estimated £1 00m.
Puts 3,750 pubs into Inntrepreneur

joint ventures with Courage and
sells breweries

9. 1992: Buys McGfynn bakery for

estimated $120m and full control

ofCinzano for estimated £80m

9 1993: Setts Chef and Brewer for £703m

f'V'Lrrr
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were taken quickly," says Mr John
McGrath, chitf executive of EDV.

GrandMet is proud of its entrepre-

neurial culture, inherited from Sir

Maxwell Joseph, the mercurial
financier who founded it 31 years

ago. Indeed, the group believes the

freedom it gives managers is one of

Its greatest assets. "We have a very
strong history of being a bundle of

energy, a get-upand-go, doing com-
pany," says Mr Bull.

Like Sir Allen, he says Grand-
Met’s competitive advantage is

Sir Allen says many
investors remain
uncomfortable.
‘Just under the
surface, they are
still ill at ease’

rooted in a proven set of marketing
and brand-building skills, which
can be transferred across frontiers

and between businesses.

Mr Bull, who has run GrandMet’s
food division since July last year,

argues that its main businesses also

operate in much the same market
“AH our consumers are identicaL

They all eat and drink added-value
branded products. They are also

international - they are the same
consumers everywhere."

But these arguments do not con-

vince everyone - and some wonder
how firmly Mr Bull believes them.

“Much of the international brand-

ing strategy is hype." says a former

GrandMet executive. “It grew out of

as quickly as the smile on the fece

of a New York waiter who sees

a tip of less than 124 per cent.

For although the execs had
avoided ajumbosized payout, their

promo had nevertheless clearly

bombed. New Yorkers to the core,

the disappointed fens stopped
screaming for pizza and instead

started yelling abuse at Pizza Hut

Speak up
The English-Speaking Union

has placed an ad in the weekly
magazine The Spectator, calling

for “volunteer tutors” to help give

“people from abroad the
opportunity to imrove [sic] their

English" . . . and on how to mind
their p’s and q’s, no doubt

Sucking up
My, my. The Bank of England

seems to be working itself up into

a complete tizzy about Crest, Its

answer to the stock exchange’s

failed Taurus share settlement

scheme.

Iain SaviUe, the project controller,

has done something few Bank of

England officials ever dare to do.

He’s written a letter to the

Investors Chronicle in a bid to get

across his side of the argument
Moreover, today sees the first of

a series of Bank of England
roadshows up and down the

country, enabling investors to moan
at Pen Kent the closest there is

a search for a credible concept
which investors would buy. not
from any deep-rooted corporate phi-

losophy.”
Even sceptics agree that the

group has a talent for attracting

and motivating able managers. But
they also argue that its sometimes
uneven past performance and his-

tory of free-wheeling individualism

make it hard to be sure exactly

what its enduring core skills are.

Some executives also concede
that food manufacturing and alco-

holic drinks are much less alike

than the company claims. Capital-

intensive and directed largely at the

mass market, the former business

calls for management, marketing
and distribution methods very dif-

ferent from the latter, which
involves few fixed assets and is

geared to luxury brands.

The dissimilarities were further

underscored last year, when a col-

lapse in US fresh produce prices

pole-axed profits at Green Giant,

the processed vegetable business
which is Pillsbury’s biggest divi-

sion. Nor is there much obvious
strategic common ground between
food manufacturing, drinks and
Burger King, the fast food division,

which is primarily a franchised ser-

vice operator.

To date, IDV, which has
operations in 48 countries, is the

only part of Grand Met to have
achieved broad-based international

success. The division, which is jeal-

ously protective of its operational

autonomy, has increased its share
of mature western markets by a
blend of acquisitions, skilful

marketing and aggressive

Observer

to a Bank of England
troubleshooter.

Not since former deputy governor
Kit McMahon led a US roadshow
in the 1970s to drum up support

for the Britain's first Yankee bond
issue has the Bank ever waged such
a high-profile publicity campaign.

Dirty business
Michael Heseltine is keen to join

forces with the Prince of Wales
to help the DTI in its global export

drive.

So how come January will see

him with a group of British

businessmen in Melbourne - and

Pillsbury owns some long-estab-

lished brands, and its efficiency and
marketing have been sharpened up
since It was acquired. However, the

company is beset by price competi-

tion In US groceries, which it is

seeking to offset by fester cost-cut-

ting and new product development
Furthermore. Pillsbury is only

medium-sized by food industry stan-

dards, with few sales outside North

America. The markets in which it is

strongest, such as chilled dough
and processed vegetables, are also

relatively mature. Mr Paul Walsh,

its chief executive, says the com-
pany needs more growth busi-

nesses.

Building up Pillsbury’s position

in North America must take prior-

ity over international expansion, he
says, “because if we miss a beat in
the US, we won't have the cash flow
to develop abroad."

S
o far, Pillsbury has been
cautious about moving
outside the US, concen-
trating principally on a
handful of developing

countries such as Mexico, China
and South Africa. Its preferred
method of market entry is through
joint ventures with local partners,

Mr Walsh says, because they
require fewer management and
financial resources than do wholly-
owned operations.

The boldest international foray
has been by Hdagen-Dazs, Pillsbu-

ry's premium ice cream brand.
Expansion in Europe and Japan has
helped double annual sales to about
SSOOm in five years, and is the most
striking advertisement of Grand-
Mefs claims to expertise in taking

food brands across frontiers.

But Haagen-Dazs has yet to show
a profit. Some observers, even
inside GrandMet, also fear it may
become vulnerable to more power-

ful competitors such as Unilever
and Nestfe, which both plan rival

“super-premium” ice cream brands.

The liveliest debate, though, is

what to do about Europe, where
GrandMet is little more than a mar-
ginal player, with interests in bak-

ing. canning and food service.

Efforts to turn Brossard, its cake
subsidiary, into a Euro-brand have
made little headway, and an
exhaustive search for suitable
merger or takeover candidates has
yielded little.

Some executives have begun to

question whether it is worth perse-

vering. They argue that Europe’s
economic prospects are so unexcit-

ing, its food markets so fragmented

and local competition so well-en-

trenched, that the group should
concentrate on Asia instead.

Much may depend on acquisition

opportunities. Sir Allen says mega-
bids are “less the flavour of the

decade than in the 1980s", while Mr
Bull is believed to be cautious about
their virtues. But Sir Allen is also

widely thought eager to make one
more big takeover before he retires

in early 1996.

Whether GrandMet's balance
sheet would allow that is another

matter. Though gearing has fatlpp

sharply since the late 1980s. it is

still estimated at more than 50 per
cent when the value of its acquired

brands is included, and about 180

per cent without them.
To afford a really juicy target, the

group might need to make a big

disposaL The only obvious candi-

date is Burger King. Some observ-

ers think GrandMet may in any
case have to consider selling the

business eventually if it is to mobi-

lise the resources needed to become
a serious world player in food man-
ufacturing.

Meanwhile, shareholders may
need to wait longer to enjoy tangi-

ble rewards from GrandMet’s much-
trumpeted strategy. The group has

forecast a 5 per cent increase in

pre-tax profits before exceptional

items for the full year, to be pub-
lished on December l. and says
trading conditions remain tough. At
385p yesterday, its shares are well

below their peak of 512p 18 months
ago.

Sir Allen is jauntily philosophical;

“One day, doors wQl open, clouds

will roll bade and our shares will be
dramatically re-rated." However, he
adds: “It will probably take a new
chairman to make that change."

product innovation.

But though IDV believes its per-

formance can continue to defy a
steady decline in alcohol consump-
tion in the west, reduced scope for

acquisitions require it increasingly

to look elsewhere for volume
growth. Its prime target is eastern
Europe, where opportunities - but
also rides - are large.

GrandMet's retailing record is

more mixed. Burger King has been
turned from a lame duck into a
highly profitable growth business.

George Bull, the heir
apparent, calls

himself ‘a simple
drinks merchant*.
Nobody who knows
him well is fooled

thanks largely to the efforts of Mr
Barry Gibbon, who has run it since

it was acquired five years ago.

By contrast, Pearie, the US eyew-

ear chain which is the group’s only

pure retailing operation, has per-

formed dismally. It is being exten-

sively restructured in an effort to

stem losses and is likely to be sold

if a buyer can be found.

But the acid test of GrandMefs
strategy is its food business. Sir

Allen says he still thinks it can be
as successful internationally as
IDV. Bui be concedes that Grand-

Met feces “a hard slog”. “We’re very
much a come-lately. It’s a great pity

we didn't begin our strategy a
decade earlier," he says.

His Royal Highness simultaneously
in Sydney on entirely different

business? The answer lies in the
sort of unwritten protocol invented
long before the crude business of
trade became a paramount
consideration of government

Prince Charles - leading a
mission of his Business Leaders'
Forum charity - cannot be directly

associated with trade promotion
in those countries where he
remains heir to the throne.

And despite Australian prime
minister Paul Keating's best efforts,

that is still likely to be the case

when the Prince arrives.

British disease
N No other country makes such
a song and dance about its budget
as does Britain. Now even the

British Psychological Society is

in on the act, for the first time

briefing the nation’s media on its

own nutty ideas.

In the event, Cary Cooper from
UMIST, together with his former

PhD student Howard Kahn, now
at Heriot-Watt, were hard put to

go beyond the basic truisms.

The budget “can make people

feel more or less financially secure,

which can inevitably affect their

spending or investing or

entrepreneurial behaviours".

When cornered, Cooper and Kahn
admitted they had no research to

hack up their conclusions. Cooper

had rung overseas colleagues to

see if they had looked into

psychology and their budgets. They
hadn’t Surprise, surprise.

Winning streak
Joo Alves, the lucky Brazilian

politician who recently attributed

his wealth to lottery winnings
rather than kickbacks, is even
luckier than Observer thought
According to the Caixa

Economica Federal a government
agency investigating the case, for

Alves’ version to be correct he must
have won the lottery 2AJXX) times

In the space of five years and
pocketed some $9m in winnings.
Still, this is the land of

entrepreneurial spirit, as one Rio
de Janeiro lottery demonstrates.

Its latest advertising slogan runs:

“Your chances are back - Joo Alves
is no longer playing."

Steady on, lad
Can the Leeds Permanent

Britain's fifth biggest building

society, do nothing right? Nine
months after its chief executive

announced he was quitting, it has
yet to find a permanent
replacement It felled to carry

through its planned merger with
National Provincial and yesterday

it told Press Association it was
cutting its mortgage rate by half

a point and then changed its mimj
“I got over-exdted and jumped the

gun,” explained an embarrassed
young man in the press office.
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EU limits working hours

and curbs youth labour
By David Gardner m Brussels

European Union ministers
yesterday passed directives on
working time, setting a 43-hour

week limit and guaranteeing
mandatory time off. The legisla-

tion also limits the time children
and adolescents can work.
The meeting of employment

and social affairs ministers was
the First since the Maastricht
treaty came into force. Britain

has an opt-out provision on the

treaty’s so-called social chapter.

The UK has won extensive der-

ogations, or opt-outs with
reviews after 10 and seven years
respectively, on both these EU
laws, put through under pre-

Maastricht rules that attempted
to keep the 12 on roughly the

same social policy course.

The European Commission and
the UK’s 11 partners also for-

mally opted to decide without
Britain about plans for compul-
sory consultation with elected

works councils in pan-European
countries, using Maastricht’s
social chapter.

A proposal to give unpaid
parental leave of three months to

both fathers and mothers, with
guarantees that they would get

their jobs back, was also aban-
doned after being blocked by the
UK.

It will now almost certainly be
put forward again for approval

by the 11, senior EU officials said.

Mr David Hunt, UK employ-
meat secretary, was jubilant and
combative, saying Britain was
winning the argument about the

cost to Europe’s industrial com-
petitiveness of EU social legisla-

tion.

Tm very optimistic that more
and more governments are listen-

ing to what we have to say," be
said, in spite of Britain’s isolation

on all four measures.
Mr Hunt said the British gov-

ernment would be taking the

working time directive to the

European Court, probably in the

new year, because it had been
“inappropriately" put through
under health and safety provi-

sions that denied the UK its veto.

Under the measure, there are

safeguards for the 2.5m British

workers who now work more
than 43 hours a week who no
longer wish to do so.

The UK will also for the first

time be obliged to introduce laws

giving mandatory daily rest peri-

ods after six consecutive hours; a
minimum daily rest period of 11

hours; at least one day a week

off; no more than eight hours a

shift on average for night work;

and four weeks' annual paid holi-

day.

UK officials insisted that Lux-

embourg also had difficulty with

the provisions of the parental

leave plan. But that is because

the tiny Grand Duchy offers

eight times the amount of time

off to look after children in the

Euro-plan, but without the right

of return to the same job.

The 11 are happy to accommo-
date the Luxembourg mix - but

the exasperation with the UK at

yesterday's meeting showed that

patience with Britain’s blocking

tactics has been all but
exhausted.
One EC diplomat said: “The UK

is living in the stone age. Any
kind of standards [are] anathema
to them."

“It’s ideology rather than con-

tent," another said. "It’s the word
'social* that offends."

Fiat plans

to cut 5%
of auto

workforce
By Robert Graham in Rome

Gaidar urges more government

protection for Russian industry
By Leyla Boulton in Moscow

Mr Yegor Gaidar. Russia's deputy-

prime minister, yesterday called

on the government to apply “sen-

sible protectionism" to the coun-

try's industrialists and entrepre-

neurs.

Mr Gaidar who led the coun-
try's move towards a free market
two years ago. said that since

prices bad been liberalised and
the economy opened to imports.

Russian companies' demands for

protection against foreign compe-
tition showed they had adjusted
to market conditions.

He denied that he had changed
his ultra-liberal views over the
past two years to win votes in

next month s parliamentary elec-

tions. Protection for business has
been a popular theme in the elec-

tion campaign.
“Wben we freed prices we

needed imports because we did

not even have any domestic mar-
kets", he said yesterday. Russia’s

circumstances have changed.
Now, the government was

happy to respond to pleas from
its farmers for an end to grain

imports, and from other produc-

ers who now realised they had a

market to defend.

import tariffs, which the gov-

ernment has steadily increased

since opening up the economy in

January last year, were also a
useful source of budget revenues,

he said: "We believe that domes-
tic markets should be protected

and we can use these tariffs to

raise some additional revenues.”

He did not say which imports

should be taxed, but added they

should not be punitive ones, sim-

ply fees to support domestic
industry.

At the same time he vowed to

resist demands to protect Rus-
sian monopoly producers which
had no domestic competition.
Nor would he isolate the Russian
economy from world markets, he
said, claiming that Russia's
speedy entry to the General
Agreement on Tariffs and Trade,
would help the country stay its

course as an open economy, with

access to other markets.

In the past two years, Russian
consumers have been flooded
with western advertising and
goods ranging from chocolate to

cars, while Russian producers of

similar, if lower quality, goods
have been deep in crisis.

While many Russians have wel-

comed an increased choice of

goods - that is those who can
afford them - many are offended

by the impression that their

country- is no longer a great
industrial power.

The main parties competing
with Russia's Choice, the elec-

toral bloc headed by Mr Gaidar,

are promising increased support
for national producers and pro-

tection from western competition
to give them time to adjust to

market conditions.

The day after Mr Gaidar met
leading Russian bankers. Presi-

dent Boris Yeltsin issued a
decree limiting the activities of
foreign banks in Russia. Yester-

day a new list of increased
import tariffs was published.

UK interest rate cut ahead of budget
Continued from Page 1

rate cut would do little to trigger

inflation.

In a statement. Mr Clarke said

the decision was justified by
weak price pressures, together
with recent cuts in interest rates

in continental Europe. He said

the change - signalled just before
10am when the Bank announced
the minimum lending rate at

which it lent to the banking sys-

tem was being lowered from 6 per

cent to 5.5 per cent - was consist-

ent with Britain's 4 per cent tar-

get for underlying inflation. It

also took “full account” of the

measures he will announce in his

first budget.

In a BBC Radio interview, Mr
George said he had decided on
the timing of the cut against the
background of the latest batch of
economic statistics and what he
knew of Mr Clarke's Budget
plans. “I couldn’t see any particu-

lar reason why we should wait

until after the budget," he said.

Commenting on the changes in

presentation. Mr George said
they should remove the lingering

suspicion in markets that rate
changes were politically moti-
vated. “I think there has been
quite often a perception in the
market place that the only rea-

son a change had been made bad
been for some kind of political

reason. Actually that’s very
rarely if ever been true in my
experience." he said.

Volvo awaits shareholders’
decision, Page 19

General Motors disposal. Page 18
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Europe today
Wintry conditions will continue in most
regions with unseasonably low
temperatures. Snow cover will show little

change. A few surges of warm air will affect

the west while a frontal zone over Ireland

will move east bringing widespread snow
and rain with a risk of ice in the UK.
Temperatures will moderate. Low pressure
near the Balearics will push warm air into

Spain and southern France causing showers
in the western Mediterranean. Cloud and
scattered snow showers will linger from the
Balkans to the Baltic states but will

decrease in southern areas. Widespread
snow is expected in Scandinavia, the
Benelux and Germany where snow may
accumulate to 20cms.

Five-day forecast
Most regions will continue wintry and frosty.

Temperatures will remain unseasonably low,
but colder readings will only be noticed over
Scandinavia and parts of Russia Further
snow will be mainly limited to Scandinavia
and me Black Sea regions. Low pressure
near the Balearics will move east and
Intensify, keeping the Mediterranean region
unsettled.
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TODAY’S TEMPERATURES SAisfw, at 13 GMT. Temparsiures mzamun, tor day. Forced oy UetBC Consult of ff* Netted
Maximum Belfast rain 6 Cardiff ICQ 4 Frankfurt

Celsius Belgrade doudy 3 Chicago doudy 6 Geneva
Abu Dhabi fair 28 Berlin fair -3 Cologne fair 0 Gibraltar
Accra fair 33 Bermuda fair 28 D" Salaam shower 28 Glasgow
Algtars shower 17 Bogota doudy 20 Dakar fair 26 Hamburg
Amsterdam cloudy -1 Bombay SUI 35 Mas cloudy 13 Helsinki
Athens doudy 14 Brussels cloudy -1 Delhi sun 27 Hong Kongb Ares sftower 21 Budapest snow 3 Oubai fair 29 Honolulu
BJram sleet 1 Ghagen doudy 0 Dublin rain 7 Istanbul
Bangkok fair 32 Cairo sun 23 Dubrovnik lair IS Jersav
Barcelona shower 13 Capo Town fa* 27 Edinburgh sleet 3 Karachi
Bering sun -3 Caracas doudy 30 Faro doudy 17 Kuwait

Quality flights made in Germany.

Lufthansa
German Airlines

L Angekjg

Us Palmas
Lima
Lisbon

London
Lux-bourg

Lyon
Madeira
Madrid
Ma/orca

-1 Marta
7 Mantbesoer
16 Manila
2 Melbourne
2 Mexico City
-2 Miami
21 Milan

26 Montreal
11 Moscow
9 Munich

33 Nairobi

27 Naples
19 Nassau
22 New York
21 Nice
13 Nicosia

2 Oslo
0 Pans
9 Perth
19 Prague
11 Rangoon
16 Reykjavik

20 Rio
1 Riyadh

32 Rome
19 S. Frsco
20 Seoul
27 Singapore
5 Stockholm
-1 SlrasbGurg
-fl Sydney
1 Tangier

22 Tel Aviv
16 Tokyo
28 Toronto
15 Tunis
1 J Vancouver
23 Venice
0 Vienna
2 Warsaw
25 Washington
-3 Wellington
15 Winnipeg
5 Zurich
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cloudy 5
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Back to base ., s&'‘

Fiat, Italy's largest private group,

is planning to cut 5 per cent of its

workforce in the Italian automo-
tive sector and to lay off a fur-

ther 10 per cent for up to two

years.

Almost 5.000 jobs are to be

axed.

The news was broken by the

trade union movement in

advance of a meeting last night

between Fiat management and
representatives of the engineer-

ing unions in Rome. Fiat made
no formal comment but con-

firmed that the union estimates

were based on reliable prelimi-

nary documents.
Earlier. Mr Cesare Romiti,

Fiat's chief executive, met Mr
Carlo Azegiio Ciampi, the prime
minister. He is believed to have
outlined the Turin-based motor
group's plans to confront the

depressed state of the interna-

tional car industry*.

Some union officials voiced the

fear last night that the cuts may
be far greater if Fiat is unable to

make extensive use of the gov-

ernment-backed scheme financ-

ing temporary lay-offs between
now and 1996.

Fiat is the last of the main
European car manufacturers to

seek cuts in its workforce, and
this is the first substantial cut
since 1982-83.

But this year's Italian produc-

tion. yet to reflect the impact of

the Punto launched this autumn,
will be little more than 1.1m.

That compares with capacity of
nearly 2m vehicles.

Fiat Auto, the car division,

employs 95.000 people in Italy

and a further 40.000 overseas.

According to the unions, up to

3,800 jobs are to be cut
among administrative staff and
approximately another 1,000 fac-

tory posts. They are to come from
Fiat plants up and down the
country.

However, the unions believe
the greatest uncertainty sur-
rounds the Arese plant near
Milan, built in I960, where pro-

duction of the Alfa 164 is due to

end in 1996.

It is likely that the bulk of the

8,000-odd lay-offs sought will

come from the older plants of
Mirafiori and Rivalta in the
north.

Fiat management is against the
idea of trying to protect jobs
through a shorter working week,
especially as it is investing
L-I0,000bn ($2-1bn) through to the
end of the century in upgrading
production and new models. The
management is relying heavily
on being able to work out a flexi-

ble arrangement through tempo-
rary lay-offs.

The government-backed
scheme allows workers to be kept
on staff for up to two years on 80
per cent pay while being laid off.

The arrangement can be for
either a continuous or an inter-

rupted period.

The only real surprise about

yesterday’s base rate cut was its tim-

ing. Markets have long discounted a

cut near the time of the Budget Its

arrival a week early might seem nei-

ther here nor there, but it does mean
that a Half point is all the market can

expect, indeed, the Bank, which only a

few weeks ago was arguing against a
cut has set something of a floor under

interest rates for the time being. On
its own admission, yesterday’s cut

ia ifos into account the overall stance

of the Budget - evidently the Gover-

nor has enjoyed an insight so far

denied to the full cabinet. If the mar-

kets are disappointed by the content of

the Budget itself, there will be no con-

solation in the thought that a large

rate cut could be in the offing.

Nor does a mere half point cut sug-

gest that much radical pruning of the

PSBR is planned. Were the chancellor

to be planning a frill frontal attack on
mortgage interest relief, say, a deeper

rate cut would have been in order.

That would not preclude some deft

manipulation of income tax allow-

ances which would shift a greater bur-

den on to higher rate tax payers while

permitting an expansion of the 20 per

cent band. Mr Clarke will surely still

want to make a splash with his first

effort The political attractions of such
an approach are beguiling.

If that is indeed the approach, the

markets may be less impressed by his

failure to correct the overall deficit

Yesterday's cut almost certainly

brought the trough of the interest rate

cycle closer. Yet the recovery remains
modest, and at some stage a painful

fiscal adjustment looms. There is little

enticement for equities in that If base
rates have little further to fall, there is

not much to go for at the short end of
the gilt market either. That will mate
the PSBR harder to fund as long as it

remains large.
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the first half. Meanwhile, the noise

emanating from the investigations

into its US rental arm and CD division

will continue to drown out the vibrant

underlying performance of both busi-

nesses.

Investors may fondly imagine that

other companies, with an urge to. fal-

low the multi-media fashion, ooold
weD place a higher value ms Thorn’s
assets. With 22 per cent of the global
music market, Thom is undoubtedly a
hot intellectual property. Uke Pan-
mount in film production, Thom com-
mands scarcity value. Yet the benefits
of vertical integration in mask: pro-

duction and distribution remain
unproven. Moreover, with the diversi-

fied Thorn currently trading mi a simi-

lar rating to the narrowly-focused
Polygram, the market ts already
implicitly placing a sky-high value on
Thorn’s music business. It seems
unfikely that any potential predator

would be prepared to offer more.

the wings, and pricing ooold fake
another downward torch next year
Vodafone therefore looks win to^ir/
sw grtfwth overseas. Operating j«M6 -*
from overseas projects tUs year and-

*

next - and sharply higher, capital ~

expenditure - are the price But stele

its UK business is thrtfstag off cash

and generating double-digit profit
growth, Vodafone can stand the
strain- Cash piles have few attractions

anyway with interest rates so few,.

With US Investors determined to

focus on the value of Vodafone's pen.
folio of licences, even substantial

denfa m mafia and cash flow win not

undermine the shares. Judging^
worth of cdlular phone licences fifwn

Greece to Ft# is bo easy matter, but
the appreciation of Vodafone's shares
during the summer owes much m
efforts to do so- Whether such notional t

valuations will be justified by mm- I

mgs is less certain. -
{

r

Vodafone

Thorn EMI
In general, investors are paying far

more for shares than trade buyers are
prepared to stomach for companies, as
the current dearth of takeovers indi-

cates. Thorn is a case in point It is

hard to argue that the stock market
undervalues the company. The interim

divided was flat and the annual pay.
out may be raised only a little above
the rate of inflation. Thereafter, it will

take time to rebuild cover sufficiently

to justify significant increases. Earn-
ings will remain depressed by the hor-

rors of Thorn's seemingly unsaleable
defence business, which lost £14.7m in

There was more fodder far the buQs
than meat for tire bears in Vodafone's

interim results. The drop in operating
margin was due to start-up lasses
overseas rather than competitive pres-

sure at home. Declining revenue per
subscriber in the UK is a reminder
that margins will fall over time, hat
Vodafone is still attracting new cus-

tomers fast enough to maintain
momentum. Importantly, Mercury's

One-2-One network appears to be
expanding rather -than . canaftaBal

n

g
the market for mobile phooes.

Yet it is early to draw firm oouda-

sions about the impact of low-cost

competition. Hutchison is waiting in

AUied-Lyons
Were it not for the difficult maitefc

in which it operates, the toterhff fig-

ures from AUied-Lyons would be truly

disappointing. The excusefor the mere
3.4 per cent rise hi profits from wines
dad spirits was the mo-down of US

;

stockpiles of European drinks, buttt up i

during fast jaerfa . transatlantic tofe
dispute over oilseeds. Blit any. dinar-

tian ah that score team, surely be off- 1

set by cafes on currency movements.
Similarly the 1&5 per cent rise fa
brewing profits conceals a distress

ingly weak start to the Cujeberg-’fe.

tley joint venture, which isuot
included in the previous year's fig-

ures. Brideagy Alfred, having ted H*
bands fufl wfth the competition policy

aspects, mfajadgad the extent of dis-

counting in the beer market when the
venture was finally launched.

Retsittng and. in a mote modest
way, food manefactnrfhy. look better.

But the former gmerate little rash.

So it te efiffienfc to see anything other
than a doer redaction in the group's

£2bn defat 1 especially if the Dow of

proceeds from disposals slows and
pemftm contributions resume. Allied

nrafoo sfipped a farther £43ra of pro
vtatens on to its botsace sheet, largely

to cower reetracturigg at CarWberg-Te-
tley which wffi estaff additional cash
outlays.

,.

The consolation to investors
dsumted by such a hard slog is a yield

approaching 5 per cent; That looks
doubly attractive with base rates at

5J>. From Allied’s perspective, the
Bank’s timing was indeed^precise.

Sports Spread
Betting

IG INDEX
IG Index, Britain’s leading financial bookmaker, now

offers sports betting six days a week.

Horse racing - two meetings every day

American football - every match every weekend

Football Rugby

Tennis Snooker

Cricket

and many others

Some Current Quotations —
England v New Zealand Rugby total points: ... 39 - 42
Parrott / Bond - winning maxgin in frames: IS -3
Today at Windsor* - total of winners' SPs: 45-4$
Chancellor’s budget speech - in minutes: - - - 65 - 70

"Meeting nay be abandoned.

To find out ail abom these and many other sporting bets call on 071 828 5747
cm- complete ami return the coupon.

NB Prices may move up or down very rapidly. You may
lose more than your initial invMtm»nt 1
lose more than your initial investment. Never speculate
withtnoney you cannot afford to lose.

FIRST IN FINANCIAL BOOKMAKING

IG Index Pic, 9-11 Gnosveoar Gardens
London SW1W QBD TW: 071 828 5747

To IG Index Pic, 9-11 GmsvearaCfanSeas, London$WIW ®D»
neare seodme mrae mfomarioa<a IG Index wri raiDlme witb i

details ofyoor service. J
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Power engineer
# books flat result

AsMBrowaBoveri, the world's largest power
engineering group, reported flat profits of
orders tumbled 343 per cent, and the group said 1

only Asian markets were strong. Demand In conti-
nental Europe was still weakening and the eco-
nomic recovery in North America was having

'

only a smaB impact. Page 1$. . .

•

Big day for Volvo Investor
Tile first of Volvo's major Shareholders is
to decide today whether it will back the Swedish
group’s controversial plans to merge Its. car.
truck operations with state-owned Renault of
France. Page 19

ll* Sotheby's chief to leave
Mr Michael AinsKe, president and chiefexecutive
or Sotheby's Holfings, Is to leavethe-DSownfid .

fine art saleroom in January. Page 20

Northern Foods sees price cuts Northern
Foods, the UK daily and food manufacturing
company, forecast intensified competition and

'

continued price-cutting by supermarkets. Page

Vodafone warns of downturn
Vodafone, the UK mobile commmriftiitinnfi group,
reported inteafm pre-tax profits up &9 per cent
but said high startup costs for overseas licences
were likely to depress profits for the next two •

years. Page 22

Ronson in lawsuit
Mr Gerald RonBon and his co-director of Heron -

V International, Mr Alan Goldman, are two of 12.

defendants named in an 483m lawsuit initiate

by a US federal agency earlier this month. Page-.
22 -

Foars for Kwik Savo
Kwik Save, one of the UK’s cheapest supermarket
chains, is facing fears that it may be one of the
hardest hit by the latest supermarket price war.
Page 22

Roadlcut surges
A continuing cost reduction and investment pro-
gramme helped Readicnt International lift interim
profits by 12 per cent Page 24

BTR sells US business
BTR. the industrial cdhgfomerate, isseHhw Sum-
mers Group, a Texas-based electricalwfaokteale^ .

-

business, for lipto $120m fo WiIlcox & Gibbs,

.

theUS distribution and manufacturing group.

Page 24
'

Chemicals prow, but too sfcnwty

At first sight the pexfor-
Hoochat share price mance.of European chemi-
raMtes to Qax mdtas

cals stocks this year has
wo M 7 been impressive. But

I although, all chemicals

L - stocks have increased

eo lyl V in value this year, most
• H ‘ have underperformed

V their local markets. Hoechst

9
.
has underperformed the

go
l » >> 1 4 1

1 market by 17 per cent
1M3 this year, for example. -

soutok DMHMom BadcPage

So
111111,1

1M3
Source: DanstrMxn
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Oil price prompts Elf warning
By John RkkBng fin Pais

Elf Aquitaine, the French oil
group scheduled to be the first

big privatisation of next year,
yesterday warned that 1993 prof-

’
its would fall to little more than
FFnbn ($169m) compared with
the FFr&2ba achieved last year.
Mr Philippe JaffTO, who took

over 1 as chairman tn August,
blamed the decKne an the fell in
the oil price, depressed trading
conditions, provisions against
stakes in other companies and

exceptional charges for restruct-

uring.

He outlined a strategy of cut-

ting costs, limiting capital expen-
diture and selling non-core assets

to reduce financial charges and
improve profitability. Shares in

Elf fell by FFr15.8 to FFr416.7 fol-

lowing the announcement.
Most industry observers in

Paris, however, said the forecast

20 per cent decline in operating
profits was largely in line with
expectations. The planned excep-

tional costs reflected Mr JafH’s

Delta clips its

wings for the

sake of profit

desire to clear the decks for pri-

vatisation.

"He is getting the bad news out
of the way." said one analyst.
"By taking these losses nour Elf
is enhancing its recovery pros-

pects for 1934 and 1995."

Mr Jaffre emphasised the
strength of the group’s core
operations and the resilience of
its cashflow, and said the divi-

dend would be maintained at
FFr13 per share.

Most of tbe blame for the
downturn In profits was placed

Delta Air Lines

LjU*- sVh-

on the effects of depressed
demand in Europe and the weak
oil price. Tbe decline in the oil

price is estimated to haw cost

the group FFrlbn in net profits.

"Our core business is in
Europe and we are being affected

by recession" said Mr Jaffre. He
added that recovery would be
gradual, and that the group's
chemicals operations would prob-

ably suffer a loss this year.
Exceptional charges, which are

expected to reduce net income by
about FFr2.2bn for the year.

Net income (USS million)

600

include costs for restructuring,
principally In the chemicals
operations. Provisions will also

be taken against the reduced
value of some of Elfs sharehold-
ings in other companies.

Elf Sanofi, the group's pharma-
ceuticals subsidiary, also Issued a

profits warning. It said net prof-

its this year would be about
FFr800m after exceptional
charges of FFr350m. Last year,
the pharmaceuticals company's
net profits were FFrl.OSbn.

Clean slate. Page 19
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By Paul Betts,

Aerospace Correspondent

Delta Air Lines has put cm hold
ambitious plans to expand its

Asia-Pacific operations in order
to concentrate on returning to

sustained profitability, Mr Ron
Allen,' chairman, said yesterday.
;

The airline - the third largest

in the US - is consolidating its

route structure and considering
setting up a low-cost domestic
subsidiary.

Its route review will initially

involve its loss-making north
Atlantic operations. "We are
looking at every route very criti-

cally and if they are not profit-

able we will reallocate equipment
.and resources,** Mr Allen
' explained.

The second phase could involve

setting Up a low-cost domestic US
airline to compete against
smallpt carriers. United Alrlinea

is considering a similar move.
Mr Allen said Delta was con-

tinuing to seek partnerships with
other international carriers to

reinforce its worldwide network.
It-^as cross shareholdings with
Singapore Airline^ and Swissair
- a relationship which it says has

not been weakened by the col-

lapse of the Alcazar aiiianw* plan

in Europe. Delta is also under-
stood to be in discussions with
Virgin Atlantic to form a com-
mercial alliance.

Delta's prospects on the highly

competitive transatlantic routes

hinge on the US securing a new
open skies agreement with the

UK. The UK last week threatened

to limit the number of US airline

services to London's Heathrow
airport in retaliation against US
efforts to curtail British Airways'
rights in the US market.
Mr Allen said the US govern-

ment would consider not grant-

ing BA an extension of its ticket

code-sharing agreement with
USAir in March, unless the UK
showed “more openness” towards

US carriers. "Most US carriers

believe in open skies but we can't

keep giving away code sharing

without getting reciprocal rights

in the UK," he said.

He complained Delta suffered

more than its two US rivals,

American Airlines and United,
because it had no rights to fly to

Heathrow and continued to be
restricted to' London's Gatwick
airport "We have no rights to fly

1988-89 1989-90 1990-91 1991-92 1992-93

it;!
Ilk:.;rij

from the UK to other European
points: no authority at Heathrow,
we can't serve New York and our
capacity is controlled."

Delta recovered to a net profit

of $60.4m in its first quarter to

September 30. But Mr Allen said

the second quarter was likely to

be more difficult Results would
be affected by a $I00m charge to

cover an early retirement pro-

gramme designed to produce
annual savings of S6Sm-S70m.

Overall, Delta had shed 7,000

jobs - nearly 9 per cent of staff -

since June 1992 when it launched
its cost-cutting programme to
produce annual profit improve-
ments of S700m by 1995. By the

end of June, the airline had

Source Dotastreem

achieved $400m of the target. Mr
Allen said.

“We've quit borrowing and
paid back some $250m of debt in

the last quarter," he said. "We
are also starting again to cover

capital expenditure with inter-

nally generated funds. This
me feel,much better than

this time last year."

Defence business quietens music at Thorn
By Michael Skapinker, Leisure

Industries Correspondent

Them EMI yesterday announced
half-year pre-tax profits of £105m
(9156m), in line with expecta-

tions, but its shares fell 35p to

914p.

Investor dissatisfaction arose

from a poor showing from the

defence electronics business,

which Thom failed to sell to tbe

General Electric Company earlier

tins year. An operating loss of
£14.7m in the technology subsid-

iary, compared with a £L4m loss

last time, overshadowed strong
performances from the main
music and rental businesses. The
technology subsidiary includes

defence and commercial electron-

ics activities and security.

The pre-tax figure for the six

months to September 30. virtu-

ally unchanged from £105.2m last

time, included exceptional costs

Barry Riley

of £10m, most of which arose
from tbe sale of Thorn lighting

and of Thames Television. Total

turnover was up slightly to

£2.1bn from £1.9bn.

Some investors were upset at

the group's conservative dividend

policy. The interim payout was a
maintained 9p on earning*? per

share of 13^p, against 16.6p. The
group said the final dividend

would be increased at least in

line with inflation.

Mr Bruce Jones, an analyst at

Smith New Court, said: “The
defence business let the side

down. People expected the loss to

he a lot smaller."

Operating profits at EMI Music
grew 48.3 per cent to £89.9m,

aided by a strong performance

from Virgin, which Thom pur-

chased from Mr Richard Branson
last year.

Rental operating profits were
up 17.7 per cent to £52.6m. Sir

Colin said the group was confi-

dent it had the right procedures

in place to deal with any mal-
practice at Renf-A-Center, its US
rental subsidiary. He said that

Mr Warren Rudman, the former

US Senator investigating newspa-

per allegations of unorthodox
money collection at the subsid-

iary, would recommend ways in

which the procedures could be
strengthened.
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US drugs

group in

charge for

cuts
By Paul Abrahams In London

Warner-Lambert, the US
pharmaceuticals and consumer
products group, yesterday
announced a 9368m restructur-

ing charge for the latest of a
series of rationalisations fn the

pharmaceuticals Industry.

The company, the US's 14th
largest drugs group, blamed the

need for the charge on tbe pro-

found changes tn the pharmaceu-
ticals market. It mentioned in

particular the growth of man-
aged care in the US, the partial

loss of tax credits from manufac-
turing in Puerto Rico, and
healthcare reforms in Europe.
The group is using the charge

to close seven manufacturing
sites, streamline its salesforce of

1,300 people, and restructure
Parke Davis, its pharmaceuticals
division. It said resources would
be focused on its new Alzheim-
er's drug Cognex. The restructur-

ing would reduce the workforce

by about 2,800 over the coming
years, said the company.
Mr Melvin Goodes, chief execu-

tive, said the company would
continue to strengthen its con-

sumer operations through pro-

ductivity improvements. The
charge of S468m is on a pre-tax

basis. Ou a post-tax basis it

amounts to S327m, or 92.43 a
share. It wSl be taken against

fourth-quarter earnings.

Research and development
spending in the pharmaceuticals
division is running at about 20
per cent of sales as tbe gronp
straggles to bring new products

to market
The drugs operations, generat-

ing sales of about $2bn a year,

have been suffering from the

expiry In January of the US
patents of Lopid, its top-selling

cholesterol-lowering drag which
had sales last year of 3556m.
Revenues from Cognex were held

up by the drug's late US
approval In September.
Warner-Lambert also lost

$150m of sales this year because

it was forced to shut six manu-
facturing plants in the US fol-

lowing concerns expressed by
the Food and Drug Administra-

tion.

Ike company has been seeking

to strengthen its position in

recent months through a series

of alliances and acquisitions. In

July it announced it was setting

up an over-the-counter medicines

venture with Wellcome which
will also market an OTC version

of Glaxo's Zantac. The group is

still looking for an OTC pharma-
ceuticals acquisition in Ger-

many.

IllllllllllllllllllllllllllllllllllllllllfllllllllllllllllllVIllllllllllll

The vexed question

of fund measurement

T7<i5 niumfiK>m r jppejrt jj ,j nuiler of rrrur.i oilly.

The dogged resis-

tance of British
actuaries to the
hegemony of the

American finan-

cial theorists con-

tinued this week
with the publica-

tion of a paper on
the measurement of portfolio

managers' skills.

"Disciples of modem portfolio

theory have confused risk with

volatility or variability,'’ says the

paper by Nick Day, Sos Green

and Jack Flymen. The three pre-

fer a quite different concept
which they dub “embedded risk"

and which they define as the risk

that shares deliver Investment
returns which are lower than

expected.

The arguments have gone on
for a long time. Two or three

years ago one of the founding
fathers of MPT, Harry Marko-

witz, who produced his original

thesis in 1952, and his classic

book Portfolio Selection in 1959,

was brave enough, to attend a
debate at the Faculty of Actu-

aries In Edinburgh. He was cour-

teous, but declined to agree that

he should redraft his theory

which used the variance of the

mean as a measure of the risk.

It all depends, of course, on
what you are trying to achieve,

Americans are much more
impressed by the importance and

the validity of short-term market

values, which explains why they

are so obsessed with the quality

of financial reporting, with con-

trol of insider trading and so on.

Outside America many invest-

ment practitioners believe that

market values are too volatile

ami unreliable to form the basis

for long-tom decisions.

British actuaries, for instance.

have developed concepts of

smoothed market values. When
they assess the solvency of life

assurance companies or pension

schemes they value the assets

and liabilities on a long-term
basis.

Hence their lack of comprehen-
sion of the US approach.
Short-term price volatility has no
place in the valuation basis of

UK pension funds. For the same
reason, the idea that treasury
bills are somehow "riskless”

assets seems bizarre. Their
short-term volatility of returns

may be negligible but they cer-

tainly do not amount to a riskless

Americans are
Impressed by
short-term

market values

way of financing salary-linked

pension liabilities.

Bat how on earth can you
assess whether some shares will

achieve targeted returns with
more certainty than others?
According to MPT, when markets
are efficient it is impossible to

achieve excess returns through

stockpicking.

Yet even the American aca-

demics have moved away to an
increasing extent from extreme
views about market efficiency.

The academic debate these days

is more about the degree to

which inefficiency exists «nd can
be exploited. Management tech-

niques in an efficient market
should differ from those where

inefficiency exists to a significant

degree.

The three actuaries, however,
go much further. They say. "With
the enormously improved statisti-

cal background and the increased

power of computerised analysis

we suggest that it is now possible

to find shares that are exception-

ally cheap and liable to outper-

form the market over a reason-

able period."

This is a controversial claim.

The power of computers can
work both ways: you can argue
that the more numbers are being
crunched the more efficient the

market's pricing ought to be. The
authors' proof comes down to the

performance of two equity funds,

one the small portfolio of a pro-

fessional society and the other

tbe much larger fund of a Perpet-

ual unit trust, the American
Growth Fund. Both were moni-
tored for a year, and the first

outperformed its benchmark
Slightly, the second by a hand-

some margin.
The authors admit that two

portfolios tracked over one year

have no statistical significance.

The Perpetual fund does not
appear to be a very suitable
example because turnover during
the year was more than 100 per

cent presumably tbe managers
were very good at spotting
short-term trading opportunities,

but has this much to do with the

risk that shares will fail to meet
long-term targets?

Surely fund performance
should be tracked at least over
tbe full course of a market cycle,

including both, bull and bear mar-

kets, before the portfolio manag-
ers' risks and skills can be prop-

erly assessed.

British actuaries can be guilty

of shorttermism after all.

Foreign & Colonial

Pacific Investment Trust PLC

¥10,000,000,000

3 per cenr. Convertible Bonds 2000

S.G.Warburg Securities Robert Fleming Sc Co. Limited

Morgan Stanley International Nikko Europe Pic

LTCB International Limited Merrill Lynch Interna riooaJ Limited

Salomon Brothers International Limited J. Henry Schroder Wagg & Co. Limited

Swiss Bank Corporation Yamaichi International Europe Limited
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INTERNATIONAL COMPANIES AND FINANCE

US banks renew assault on Germany
A driving force in this second invasion is Goldman Sachs. David Waller reports

I
n the 1970s and early 1980s
a wave of US commercial
banks invaded Germany

amid a fanfare of publicity.
Many left again soon after-
wards having' foiled to pene-
trate the German hatiMug mar-
ket, leaving German
businessmen unimpressed by
the American “talk first, action
later” style of banking.
This time, the invaders are

the US investment hanks,
eager to capitalise on the per-
ceived sleepiness of the Ger-
man financial services sector.

But this tiinq the investment
banks argue, they are here to
stay.

"We have extraordinarily
long-time horizons,” says Mr
Phil Murphy, one of the two
Frankfurt-based partners in

Goldman Sachs. "We are in
this for 50 to ioo years."
Goldman is the most aggres-

sive and newest of the arrivals
in Germany. Since it estab-
lished its Frankfurt office in

1990 - until then it serviced Its

German clients out of London
- staff have gone from zero to

120, doubling in the past year
alone.

The firm has recently taken
a second floor in the Messe-
turm skyscraper and has won
high-profile mandates. For
example, advising Daimler-
Benz on its mould-breaking
listing on the New York Stock
Exchange. "We were late on
the ground, but now we have
our foot on the gas pedal more
than anyone else," Mr Murphy
says.

The London office - founded
in 1968 and employing 1,300

people - remains Goldman's
European headquarters. But
FrankfUrt is one of the firm's

two fastest growing offices in

the world, the other being
Hong Kong.

"Our experience here shows
you do not need GDP growth of

10 per cent a year [as tn the

thriving Hong Kong/south
China region, in contrast to the
recession-struck German econ-

omy] to run a
. successful

investment banking opera-
tion,” Mr Murphy enthuses.

“We are extremely bullish

about this market, across all

divisions.”

The bullishness, shared by
other US investment banks
who set up German operations

control of the BfG Bank from
the Aachener «mri Mfinchenar
Betaflignngs Insurance group.

• The capital markets are
opening op.

Foreign, largely US invest-

ment Hnwira are winning man-
dates once the preserve of the

big German banks. This is true

for corporate cash-raising exer-

cises - foreign hunky miifirinri

in as co-lead managers to big

Issues from Veba mid Allianz

this year - and for govem-

source of capital at the margin
is the foreign investor. How-
ever, mighty institutions ,such
as Deutsche and Dtesdner
Bank are in the domestic mar-
ket but they do not have the
placing power of the interna-

tional investment bynk*

• Germany has taken con-
vincing, albeit belated steps to

enhance the attractions of Fto-

anzplate Deutschland, Ger-
many as a financial centre.

One example is the second

Sceptics ask whether Goldman Sachs’ commitment to the market place

will falter once the markets retreat to more sluggish turnover levels. Scepticism

is compounded by Goldman’s aggressive approach which some argue

is a symptom of deeper cultural differences between the Anglo-American
approach to business and the consensus-oriented way In which corporate

Germany operates

in the mid to late 1980s,

reflects several fundamental
factors:

• An increased willingness on
the part of German companies
to appoint financial advisers,

and foreign ones at that
"The facts of life have

changed for German corpo-
rates," says Mr Murphy.
"The severity of the down-

turn is confronting them with
new problems . . . people are
seeking out new ideas and
solutions.”

Investment banks have
advised on high-profile transac-

tions - CS First Boston, for

example, advised Krupp on its

hostile acquisition of steel-rival

Hoesch last year. Morgan Stan-

ley advised Schering on the
sale of its industrial chemicals
operations to Witco of the US.
A host of foreign advisers

was involved in the complex
transaction whereby Credit
Lyonnais of France acquired

ments and parostatal organisa-

tions in the international bond
markets.
Salomon Brothers was co-

lead manager to the World
Bank’s first D-Mark global
bond. US investment banks
have sole or joint lead manag-
ers of recent D-Mark Euro-
bonds from Belgium, Sweden
anrt Argentina. Goldman was
sole lead manager to a DMlbn
<$588m) Eurobond issue from
the SQdwestdeutsche Landes-
bank, the state bank for the

Land of Baden-WUrUemberg.

T his opening up - on the

domestic side at least -

is driven by growing
competition for capital in Ger-
many.
The costs of reunification

have ensured that Germany
has swung from being an
exporter to an importer of capi-

tal. With the bulk of domestic
savings due to be absorbed by
government borrowings, the

Financial Markets Promotion
Law, approved by the German
cabinet this month and to be
enacted next year. This will

make insider dealing illegal
and create a regulatory frame-

work for securities dealing.

"Hie move to outlaw insider

dealing was a dear signal that

Germany was serious about
the development of its equity
markets,” said Mr Murphy.
Frankfurt has worked hard

on developing dueling and set-

tlement technology which
nvakea securities trading more
congenial for international
investment banks.

If technology and regulatory

reform have helped woo the US
investment banking commu-
nity to Frankfurt, the buoy-
ancy of German securities and
currency markets has provided
them with more tangible
rewards.

The bund market h»g risen

spectacularly since the sum-
mer of 19W. The DAX index of

SO leading shares is up by
nearly 30 per cent since the

beginning of ihB year arid cur-

rency and derivatives markets
are in a frenzy. All of which
has provided banks in Ger-
many with bumper trading
profits this year.

Sceptics ask whether Gold-'

man's ctmnnthnenf: to the mar-
ket place will falter once slug-

gish turnover levels return.
Scepticism is compounded by
Goldman's aggressive
approach which some argue is

a symptom of cultural differ-

ences between -the
Anglo-American approach to

business and the consensus-ori-

ented way in which corporate
Germany operates.

Criticism focuses on Daim-
ler's frill listing in the US, an
which Goldman advised. The
move shattered the consensra
under which German compa-
nies agreed anting themselves
not to give into the Security &
Exchange Commission’s
requirement for greater finan-

cial disclosure.

Daimler and Goldman are
adamant other German compa-
nies will Sallow suit, but as yet
there is no evidence of this.

Volkswagen has pointedly
chosen to raise money in the
US via the US corporate band
market, saying it was not will-

ing to make the disclosure
associated with a fun SEC-ap-
proved listing for its shares.

"Every country has its

unwritten ground rules, and
you. can’t ignore than," com-
ments the chief executive
of a publicity-shy investment
bank.

The remark was directed at
Goldman Sflrhe, but Mr Mm-,

phy is adamant that the bank
is in Germany to stay - and
that: tha mlae of gamw hava

changed.

GM sells

three more
component

plants
By Richard Waters
to New York

General Motors continued its

disposal of automotive compo-
nent businesses with the sale

of three plants to.a nowly-
fonned company in which it

will hold a 20 par cent inter-

est •

The plants to be sold make
,

starter, motors and generators
.and employ M0Q workers.

. Transportation Systems, a
company whose investors
tadode Citicorp.Venture Capi-

tal and Kb* Harold Speriich,
former Chrysler president,

villi take 80 per cent of the

joint venture company,
set up to acquire the
business.

The disposal, the value of
which was not disclosed,

marks the latest stop in GM*s
divestment of component bus!'

It has now sold six of toe 14
businesses that it last year
said were tor sale. .

The businesses that are
bring sold are part of CM’S
Delco Beny division, which
the company said, would eon-

tinne to produce a' wide range
of components as part of the
group.
ha September, -GM agreed to

seO an 80 per cent stake in its

wiper systems and actuators
bodnea to a venture formed
with ITTs automotive unit for

2400m.
. That month it aba said it

would sell its. rear-drive axle

drive shaft and related forging
operations to American AriaA
Manufacturing, a new com-
pany formed by former.Chrys-
ler executives.
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GERMAN BOND MARKET

STRIKING PARALLELS
A comparison of the present interest-rate cycle with previous

ones reveals striking parallels: Excess liquidity is helping to

nudge interest rates down.
Even after the latest cut in the key rates, hopes for a further fall In

interest rates are still alive. While in the past such a constellation of

rates-cyclical low of bond yields and a lowering of the key rates-had

almost inevitably triggered a setback in the bond market (at least a
temporary one), there was hardly any reaction this time. Although the

ten-year yield is at its lowest level in the past five-and-a-half years and

only some 50 basis points above

previous lows (e.g., 1978 and 1987),

there is still room for a fail in the key

interest rates and thus in the rates at

the short end of die market

At any rate, the fundamental situation

in the late autumn of 1993 is such that

no early interest-rate reversal need be

feared. After the swift decline in

interest rates, however; mainly since

the start ofthe currency turmoil in the

EMS in the autumn of 1992, the

question as to the remaining

downside potential looms large.

Interest rates have come a long way

since the cyclical peak in the autumn

of 1990, when ten-year bank bonds

welded 9.1 per cent, five-year bonds

9.15 per cent and time deposits as

much as 9 'A per cent; the long-term

yield is now almost one-third lower;

and the yield on medium-term bonds

and that at the short end of the market

are down approx, two-fifths and one-

third. respectively. A comparison with

the previous interest-rate cycle shows the following picture: The rate for

five-year securities dropped by some three-fifths between 1981 and

1987. the ten-year yield halved, and money-market rates in the summer
of 1987 were down to a quarter of their 1981 leveL

A comparison with previous interest-rate cycles reveais striking

parallels: Similar to the situation at the time of the 1978 and 1987

interest-rate lows, ample liquidityhashelped to nudge rates down, most

of which came from foreign sources (including reinvestments of

German capital by Luxembourg-based investment funds).

Another point worth mentioning: In 1978, the lowest nominal rates for

five-year and ten-year public bonds were 5 percent and 5 Vj per cent,

respectively, in 1987, the yield on five-year special federal bonds, with a

coupon of five per cent and an issue price of 100.80, fell to 4.82 per

cent; ten-year federal bonds had a coupon of 5 l/i per cent In the

current cycle, special federal bonds yield 5.26 per cent and ten-

year bonds return 5.88 per cent.

Howeicc when trying to fathom the remaining potential for

interest-rate cuts, one should not rely too much on past

experience: instead, it would seem preferable to look

at the factors determining the current trend. The
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German bants have sharply increased their net purchases oC fixed-interest

securities. In the past two years, they have alternated with foreigners as the

dominant investor group in die German market Since the fourth quarter of 1 992,

banks hare added DM155 billionworth of hoods, or more than two-filths of loul

net purchases, to their portfolios. With the yield curve taking on its normal shape

again, banks shouldremain buyers offixed-rate securities. Theirpresent hotdings

of bank bonds and public bonds come to more than DM 700 billion.

following positives and negatives have to be taken into account

• Inflation willcontinue to cool in 1994, so thatthere willhardlybeany

need to keepmoneytighton thisaccount The rise inprices-in October

the figure „thiee“ reappeared before the decimal point farthe first time

- should slow down to a three-per-cent pace next spring.

• The demand for loans and capital will grow at a moderate pace in

1994. Housing construction and (probably) public-sector borrowing

demand will not be much higher than in 1993, though the latter will be
noticeably above the average for the preceding years. The corporate

sector’s borrowing demand will

probably diminish in 1994.

• The investment potential will again

be sufficiently high next year to allow

the demand for capital to be met

without difficulty. If the D-mark
remains strong, D-mark investments

will continueto be favoured byforeign
investors. The steady growth of

household wealth can be expected to

continue.

These positives tend to stabilise the

bond market, while the negatives do

not yetgive causeforserious concern,

thoughtheymaycausesome irritation

from time to time. The negatives are a
possible reversal of US monetary

policy and uncertainty regarding the

future course of exchange rales.

Weighing the negatives against the

positives, we see no likelihood of a

drastic change in the direction of

interest rates. The Bundesbank will

continue the balancing act between

external necessities and internal

requirements it has alreadybeen successfullyperforming this yeac This

meansa further reduction in money-market rates, which- ifpast cycles

provide any clue -still have room for a fall of about 150 basis points.
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German, of the latest issue of Bayerische Landes-

bank’s Money and Capital Markets Report, lost fill cot the
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in third quarter
rBjf ia^Rodger to Zurich V

ABB Aaea Brown ;Boveri, the
world's largestpower engineer-

ing group, reported fiat-profits

. of$215mbefore tax nod non-re-

curring items for
7

the third

.quarter.
.

incoming orders tumbled
243 per emit to $5j*bh In the

quarter/aithoogh mnA’ of the
decline was attributable.to cur-

_
rency -effects. ,
The group said only Asian

markets were strong. Demand
in-continental Europe was still

weakening and the economic
recovery in.-North America was'
having only a small positive
impact on order Mtake.
Exports from Scandinavia

were Increasing and the UK
market seemed "poised for

same growth”. Last' month, a
UK subsidiary of ABB. won a
£150m CS224m) contract to btdld

and lease rolling stock to Net-

work SouthEast, part of the
UKraU network.
ABB k- waiH^iniiig fore-

cast that profits before tax and
nonrecurring hems in the full

year wHl be at aboutlast year's

level of SLllbiL .

. However, it signalled that

net income would be lower,

largely because of a |500m
restructuring provision
announced in August and the
resultant higher tax rate;

Non-recurring items bal-

looned in the third quarter to

glfilm.fram $3Qm, as about 30

per. .cent of the provision was

booted,

.

’ HdriLquarter revenues were

down7Sper emit to $6.7bn, but

per to fffffrrr ABB adjusts

revenues upwards and finan-

cial income downwards - as a

way of. attrihnting to its divi-

sions the interest earned from

cash advances from customers.

Vfhen, as in the third quar-

ter, this process mates operat-

ing profits grow more quickly

than pre-tax profits, -it means

that invoicing on projects from
which.- frhf group has cash,

advances has been brisk.

For. the nine months, profits

before and non-recurring

items were down 1 per cent to

1722m, but up 15 per cent in .

local -currencies. The power*
plant, WwflTtrfai services and
transportation segments
Improved earnings.

Revenues wean down 6 per

cent to $19.8bzi. but op 4 per

cent in local currencies. Order
Intake, down 15 per cent to

$263bn, was down only 6 per

bent in local currencies.

• Holder-bank, the Swiss
cement group, said it had
placed 200,000 bearer shares

from its treasury with Union
Bank of Swteeriand.

Bank of Montreal
continues record run*
By Oamard Simon hi Toronto

Bank of Montreal, Canada’s
third biggest bank, has posted
its fourth consecutive year of

record flaminp thank* to a 7
per cent rise in interest
income, and growth in fee-

based services and securities

trading. XkWnp off the Cana-
dian banks’ annual earnings
season yesterday, it said net
income rose to C$709m
(USJS45m), or C$239 a share,

in the fiscal year to October 31,

from C$64Bm, or C$238 a year
earlier. Fourth-quarter earn-

ings climbed to C$201m, or 74
cents, from C$160m. or 59
cents.

Return on equity for the year
was unchanged at 14.1 per
cent, but rose in the fourth
quarter to 1&4 per cent from
13.4 per cent.

-

Revenues benefited from the
receipt of C$106m in overdue
interest from Brazil during the

year, indwiing C$30m in the

fourth quarter. The bank also

ascribed the rise in interest

income to stronggrowth to res-

idential mortgages and loans
to smaller businesses.

Year-end assets grew by 73

per cant to C$116.9m. The
fourth-quarter return on assets

improved to 0.70 per cent from
0.59 per cent. Non-interest
income advanced by 20 per
cent in the fourth quarter,

including a 53 per cent jump to
oarnlnga from investment wifi

securities business.

The hank said the quality of

its assets was essentially sta-

ble. Bad-debt provisions
totalled C$875m last year,
against C$550m in 1992. The
latter figure includes a C$244m
reverse of the general country
risk provision.

Non-performing loans
'amounted to 2.9 per cent of
total teflwR and acceptances on
October 31, down from 3.1 per

emit a year earlier.

The ratio of total capital to

assets improved to 103 per
cent (U-l per cent based on US
roles) from S3 per cent last

year. This is well above guide-

lines set by the Bank {to inter-

national Settlements.

BMO this year unveiled
plans to capitalise more
aggressively on its presence to

toe US. through Harris Bank-
corp, its Chicago-based subsid-

iary.

Notice of Early Redemption

£150,000,000

Hillsdown Holdings pic
4)5% Convertible Bonds Due 2002

(ttw ’Bonds']

Notice fe hereby given fen accordance with toe Redemption and
Rjichase Condition (b) otIheBonds thattheCompanyhas elected to

redeem an the outstanding Bonds on December 27, 1993 (the

'Redemption Data*) payable December 29, 1993 at 100%, plus
accrued Interest, at as moreMy provided In the Terms and Conditions
applicable to the Bondsand the related Paying AgencyAgreement
Payment of the Redemption Amount together with the Interest due,

be made on or after the Redemption Date against presentation
and surrender offthe Bonds etthe office at the Principal PayingAgent
or ofany ofthe Paytog Agents fated batons Bondsmustbe presented
tor payment together wfth ati unmstured Coupons. Bonds and
Coupons wfll become void unless presented for payment within

periodsoMO yearsand 5 years respectively from December27, 1993
as defined to the prescription Condition ot the Bonds.

PRINCIPAL PAYING AGENT
The Chase Manhattan Bank, MA.

Wodgate House, Coleman Street, London EC2P 2HD
PAYING AGENTS

Chase Manhattan Bank Chase Manhattan Bank
Luxembourg S.A. (Switzerland)
5 Rue Ptaetia 63 Rue du Rhdne

L-233B, LuxembourgGrand CH-1204 Geneva
Banque BnocaDas Lambert SJL
24 Avenue Mareix. B1050 Brussels

ByiTheChaseManhattanBank, NJL CHASE
London, Principal Paying Agent

November 24, 1993 .

0

cmcoRPO
" UJ9. $100,000,000

Adjustable Bate Subordinated Notes
Due November 26, 1997

Mpora numbers 9 and TO
.

too.Nofw will be
US$25,000 nomind amount of

NovmtborZd. 1993, London

( By: CttfconkNA pwur Soniata), AgwgBawlc CmBANCG

*

BBL (Cayman) Limited

. USD 125,000^000

Guaranteed Floating Rate

Notes due 1997

Interest Rate : 13875%
Interest JPuiod : bum 24th

November, 1993
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Interest pejraNo per

USD 250000 Note : USD 5,01297
USD SOOJDOO Note : USD 10,024.13
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Volvo awaits’shareholder
vote on Renaitlt merger
By Hugh Camogy
tn Stockholm

Sf®** of Volvo's major
shareholders is 'expected to
decide today whether it will
oack the Swedish group's con-
troversial plans to merge its
car and track operations with
Swjfowned Renault of France.
The so-called Fifth Fund

state pension group holds only
L3 per cent of the voting capi-
tal in Volvo. However, a dea-
siou by its board is seen as a
®ey indicator of whether new
information published by
Volvo on Monday has swung
opinion among sceptical insti-
tutional shareholders In fevour
of the deal.
A decision is also expected

tomorrow by the Fourth Fund
state pension, group which.

Allied-Lyons

with 7J>per ceutof thp voting
capital; is the second-lkrgest

sharehrtdw in Volvo after Ren-
ault, which holds

. 10 per cent.

The penstoB
v
funds are

regarded by Volvo as core
shareholders which must be
won over if a seefire majority
is to be gained for the merger
at the' rescheduled 'sharehold-
ers meeting, an December 7.

On Monday, Volvo said the
French state had undartaben
not to use a jgoletei

.
share it

plans to hold' in the' merged
Renault-Volvo company to
force down Volvo's proposed 35
per cent holding fif th* new
group.

'
- •, V.

Mr Edouard Bahadur, the
French' pcrim&~in5Sister, Hjm
alBQ set a taigetof privatising
Renault by Qie "end of next
year. Botii issaes are central to

Swedish concerns about the
merger.

Renault is also hosting a
meeting of major Volvo share-

holders in Parts today, in a fur-

ther bid. to win support for the
deal.

Meanwhile, Volvo said yes-

terday a motion had been
tabled' by a single, unnamed
shareholder for the December 7
Tpgflftrig racing for the immedi-
ate sacking of Mr Pehr Gyllen-

hammar, Volvo chairman, if

the merger is voted down.
• General Electric of the US
has. pulled out of the bidding
for Gota Bank, a state-owned
Swedish bank which the gov-

ernment plans to sell off by the
exbd"hf the year, officials said

GE was the only foreign bid-

der for the bank.

rise m
By Philip Rawstorne In London

.
Allied-Lyons, the UK drinks,,
food and retailing group,
reported a I4.fi per cent

i increase in first-half profits
despite a lower-then-expected
contribution from brewing.

Carlsberg-Tetley, the brew-
ing joint venture formed last
December, got off to a tough
start facing heavy discounting
by competitors in a UK market
in which volumes were still

affected by recession and by
cross-Channel shopping.

W Trading profits of £63m
(542.7m) were up to 20 per cent
below market expectations.
Beer sales dipped well below
the overall 3 per cent decline

for the industry, partly as a
result of the reduction in the

reports 14%
at half time

number of 'AQieifs pubs, and
market share felt 0.5 per cent
to 17.5 par cent
The results: did. not alter

Allied’s 'qojufidence in the
long-term outlook. "We see
brewing as k good long-term
cash generator," said Mr Tony
Bales, chief executive.

Its obmritibxient to establish-

ing Carlsberg-Tetiey as a
strong leading brewer was
unaffected, he added. “But that
tank win not be helped if the
Chancellor foils to deal with
the impact of cross-border

. shopping. Latestestimates are
that , the current loss of duty
and VAT revenue, on drink is

running at least at £340m.*'

Group pre-tax profits, exdn-
'dtag exceptional, for .the 28

weeks to. September 18, rose

from £267ta to £S06m, helped
by a £10m gain from currency
translation.

On an FRS3 basis, taxable
profits increased from £234m to

£285m, after an exceptional
loss of£?.im on the disposal of
Chateau Latonr, the Bordeaux
vineyard. Eamings per share
grew 5 per coot to I85p and
the interim dividend is lifted to

7-3p.

Trading profit was 7J2 per
emit ahead at £400m on turn-

over which rose from £257bn
to E2.73bn. The Hiram Walker
spirits division increased its

profits contribution 3.4 per
cent to £181m.
“Premium brand perfor-

mance supports the view that
spirits brands continue to have
a bright future," said Mr Hales.

VW to finalise Skoda finance package
Volkswagen, the German
motor group, is expected to fin-

alise revised long-term finan-

cial plans for Skoda Auto, the
Czech carmaker, within the

next week, Reuter reports
from Prague.
Skoda said it would visit

Volkswagen 'headquarters in

- Germany, within the next few
. days to finalise the package. A

public annonneement was
expected soon after the comple-
tion of the plan.

' VW said in September it

r

would restructure its ffrtwwrfai

' package for Skoda, after

:l sibt&pQf'cancelling an $$7Qm

loan. Volkswagen took a 31 per

cent share in Skoda when the

Czech carmaker was privatised

In 1981. VW said then it

planned up to DM9bn ($5-33bn)

in capital- expansion by the
turn of the century, while
increasing its stake in Skoda to

70 per cent

Knight gives

up top post

at Murdoch
media group
By Raymond Snoddy
ki London

Mr Andrew Knight, once
designated as Mr Rupert Mur-
doch's chosen successor in the

event of emergency, has given
up the executive chairmanship
of News International.

The former editor of The
Economist will in future only
be pHairman of the company
that holds Mr Murdoch's UK
interests.

Mr Gas Fischer, managing
director of News Internationa],

will become chief executive.

News International, which
has Interests ranging from five

national newspapers in the UK
to a 50 per cent stake in Brit-

ish Sky Broadcasting, made it

dear that the change of title

would give Mr Fischer “execu-

tive oversight of News Interna-

tiona]".

As a result, the chairman
would be free “to concentrate

on the corporate interests of

the company".
News International said yes-

terday the ghflngwi in title fol-

I

lowed the changes in function
that had, in effect, already

j

happened.
Mr Fischer, who also

remains chief operating officer

of the main Murdoch corpo-
rate vehicle, News Corpora-
tion, will continue to run
News International on a
day-to-day basis.

Mr Knight will concentrate
on relations with government
and other companies, and with
regulatory issues.

In 1990, Mr Murdoch said Mr
Knight would be his successor
until his children grew up “ifI

should turn out to be mortal".

The News Corp chairman
and chief executive said last

year nothing had changed
“except that the children are
older”.

In October, Mr Murdoch said

ids wife Anna would act as
non-executive chairman in an
emergency, and there was no i

mention of Mr Knight. I

The farther elevation of Mr
Fischer, a German-Swiss
businessman who first Mr
Murdoch in New York,
emphasises his growing
role in helping to run the
once-again expanding Mur-
doch empire.

Elf-Aquitaine wipes slate clean
Asset sales are central to plans for privatisation, writes John Ridding

.
NOTICE OF REpEMPTlON-

Credft Lyovmais
lkv-w*,-|l| I III I 1]

. . Subordinated Boating RateNotes .

due December 1999

Ptrsuws to paragraph ftedamptfonat pie tfrikncfihe Banfcof Con-

dition 5 of the Terms and Contftioos of tpe Nates, notice b here-

by given that 06c6t Lyonnais wi8 redeem at par on ihe next tnffie

est Payment Date. December 31. 1993 aTit« Notre iwreWnQ cut-

starring fce. USS 126.000,000] ot the above-mentioned Joan.

Payment of interest due on December 31. 1993 and^repaymert of

principal w3 be made in accordance with the Term ana Gandftions

of the Notes. .

Interestwi cease to accrue an the Notes as Item Decwnbw 31.1993.

Noras pravwusJydrawn and not yet presented forrettampticin: none.

Payment will be made at any oil the fotowing paying agencies listed

below.

KredettwASA UmndMiagariM
43, boutawri Royal

L-29© Luxembourg

Noirara international pic

Nomura House
1 St Martin's-te-Grand

London EC1A4NP

Ctetfit Lyonnais

1 9. Boulevard des ItaBens

75002 Paris . . .

Luxembourg. November 24. 1993

Morgan Guaranty Ihitt:

ConvonyofNawlfof*
avenue des Arts 35 .

B- 1040 Brussels

DBS Bank
DBS Bulling

6 Shenton Way
Singapore 0106 "

ThoRsoit
and Principal

PapnoAoent
*-fllWMUWilC

Luxembourg

U.S. $250,000000

BANK OF BOSTON
CORPORATION
Subordinated

Floating Rate Notes Due 2001
Issued 10th February 1986

Interest Rata 5% perannum

Interest Period 24th November 1993
24th February 1994

Interest Amount per

U.S. $50,000 Note due
24th February 1994 U.S. $638.89

GS Frasr Boston
Agent

U.S. $150,000,000

First Bank System, Inc,

Floating Rate Subordinated

Capital Notes Due 1996

REPUBLIC OF ICELAND
U.&£ 100,000,000 Floating Rate Notes Due 1994

Notice Is hereby given that the rate of Interest has been fixed at

3.7125% and that the interest payable on the relevant interest

payment date. Way 24, 1994 ogainsf Couj»n No. 10 m respect

of USS 1 0,000 nominal of the notes will be USS 1 86.66.

November 24, 1 993, London

By: Gtibank, NA. (Issuer Sendees), Agent Bonlt

Interest Rate

Interest Period

Interest Amount per

U.S. $60,000 Note due

24th February 1994

oAvo per annum

24th November 1993
24th February 1994

U.S. 367033

CS First Boston
Agent

FUTURELINK
Tho flV most reliable, Ccr.t ollcctivc rojf-li'mr fUTUHSS. FORtX

B n.J MEWS s-rvlc-a jv-hUI.I* v.j vv.ih.n I onHon.

CilLr. HVKTftOS or.’LONDON
071 972 9779

PARIS
01 40 41 93 43

DO YOU WANT TO KNOWA SECRET?
TUB I.D-S- Gem Seminar wO show you hw the marfcate REALLY work. The

technique* of the W^Gara^^^e^
prote and contain your foesea. How7 Thetis thaeaoret mnooen 47*tJt«0to

book your FREE ptaea

x Daily Gold Fax - free sample
t x c-r Anne V.'hitby

k wK (rJ.-nPh-4Aniii-.ti> Hi To! C7i -7.34 7)74

7 SV.JIIO-.V Sir .'LL loiiicn '.Vlfi ?i»D. pin - r a>: 07 1-439 iS&t
'' ,)l cci-mar-ly specialists tor o'.'*r 32 V‘-

:au

Christiania Bank og Kreditikasse
flncorpnvud in du Kingdom ofNoroay tzart bnitrd tiob£(yj

U.S.S100.000.000
Floating Rote Senior Notes Due May 1995

fofvihleh U. S.$75, 000.000 has bean issued as tnirroT frtmcftasj

Notice is hen^iy given that the Rate of Interest has been fixed at

I0.5X rad mat die interest payable on the relevant Interest Payment
Date Mqy 24, 1994 against Coupon No. 18 in respect or
US$10,0(X) nominal of the Notes wiS be US$527.92 and in respect

ofuS$250,000 nomind of the Note wifi be USS1 3,197,92.

1993, landon
CIT1BANCO

BCUTMmtevsMPU:
29Cberi>MPfiM
' Brfgwl*
Lmusmiswix eML
T*t -*-71 M500M

Writer*

S| FUTliRt.0 .1 OPTION'.

I $32
K fl.ECUllC'Ii OH'.

1

' lUTilv iL

FUTUKtL. .1 OPTION'. OROKEOS

ROUND
TRIP

fl.ECUllCiIi 3H'.
1
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F our months after taking
his seat at the head of
Elf-Aquitaine, and with

privatisation looming. Mr Phil-

ippe Jaffte yesterday gave his
prognosis.

France's largest industrial
group will, he said, see net
profits fall by about SO per
cent, to just over FFrlbn
($170m). this year. Recovery
next year is likely to be slower
than expected by most observ-
ers. as a result of the contin-
ued downturn in European
markets, the weak oil price
and the depressed chemicals
sector.

In response, be outlined a
strategy of cost-cutting, dispos-

als and strict limits on capital

expenditure.
Mr Jaffte's statement indi-

cate a clean-up rather tfraq a
crisis. "He is providing for

risks and preparing the group
for privatisation," says Mr Vin-

cent Bazi, head of research at

Barings Securities in France.
The government is due to sell

its 50.8 per cent stake in the oil

group early next year, and Mr
Jaffre wants to be ready.

Yesterday's warnings show
he is treading a familiar path.

Both Banque Rationale de

Paris, which was privatised

last month, and Rhone-Poul-

enc, which is in the final

stages of its sale, issued profits

warnings before being offered

u the public, and took steps to

cleanse their operations. Part

of the the reason, say analysts,

is ta constrain the share price

ahead of the pricing of the

issue.

At the operating level. Elf

continues to perform reason-

ably well, given the recession

in Europe and the weakness of

the oil price. Operating income
is expected to foil 20 per cent

for the year as a whole, after a

fall of 34 per cent in the first

six months. Cash-flow, the
most important indicator for

oil companies, is expected to be
about FFr24bn for the year,

roughly the same level as last

year.

D ebt, however, is per-

ceived as a problem.
"What concerns me is

the growth of financial
charges." said Mr Jaffrfc,

emphasising that his priority

was to stabilise the group's
debt-equity' ratio by the middle
of next year, and reduce it

thereafter. At the end of June.

gearing stood at about 37 per
cent, ft is forecast to rise to
between 46 and 50 per cent by
the end of the year.

The rise in borrowings is the
legacy of his predecessors,
notably Mr Lolk le Floch-
Prigent. who pursued an ambi-
tious policy of acquisitions and
investments. At the end of
June, group borrowings stood

at FFr3R3bn.
‘it has become a heavy bur-

den." said Mr Jaffte. “At a time
when our competitors are tak-

ing steps to reduce borrowings,
so should we."
The target is to keep the

debt-equity ratio below 50 per
cent.

This is where the dean-up
comes in. Elf plans to reduce
its borrowings through a series

of asset sales. This will involve
the unravelling of many of the
group's financial holdings in

other businesses.
Mr Ja£frt> offered no specifics

regarding the sales. However,
he has plenty to choose from.

The company has an esti-

mated FFrl5bn tied up in

numerous shareholdings in

other groups, including Bider-

mann, the textiles group, Com-
pagnie Financiers de Suez, and

Compagnie Generate des Eaux,

the construction and communi-
cations group.

More immediate candidates

for sale, however, are likely to

be the FFrSbn or so of invest-

ments in non-listed companies

accumulated over the past 3)

years.

T he sale of assets is not
expected to affect the
group's core businesses.

This would appear to include

Yves Saint Laurent, the cos-

metics and luxury goods
group, acquired controversially

by Mr le Floch-Prigent. “I

think it is still group strategy

to build up its health and
beauty business," said one ana-
lyst in Paris.

As for broader strategy, a

stronger balance sheet should
enable Elf to play its part in

the government's privatisation

programme.
Mr Jaffre described as "stra-

tegic" his company's relations

with Union des Assurances de
Paris, the insurance group, and
Renault. His comments hinted

at a new set of cross-share-

holdings when the two compa-
nies follow Elf to the auction

block.

VME Group expects

return to the black
La Rinascente share

price slide continues
By Andrew Baxter

VME Group, the big
construction equipment pro-

ducer owned by Volvo of Swe-
den and Clark Equipment of

the US, will move back into

profit this year after losing

?94m in 1992, said Mr Tuve
Johannesson, president and
chief executive.

Mr Johannesson attributed

the recovery partly to the
devaluation of the Swedish
krone, but mainly to the

restructuring of the group,

which has reduced the work-
force by 4,500 to just 6.500 over

the past two years.

He was speaking on the eve

of an announcement by VME
and Japan's Hitachi Construc-
tion Machinery on an agree-

ment to establish a joint ven-
ture in the rigid dumptruck
business.

The two companies said in

March they had signed a letter

of intent to form the venture,

which they see as a vehicle to

strengthen their strategic posi-

tions in the construction and
mining industries.

Today’s announcement will

disclose that VME will transfer

its rigid dumptruck business to

a new US-based company,
Euclid-Hitachi Heavy Equip-
ment
Hitachi will take a "substan-

tial minority stake" in the new
company in two steps, starting

with a 19.5 per cent holding to

be implemented on December
31, a day before the new ven-

ture becomes operational.

The agreement goes further

than was at first suggested.

Hitachi will also distribute

VME’s Volvo BM articulated

dumptrucks and large wheel
loaders in Japan. However, Mr
Johannesson stressed that
Hitachi and VME remained
separate and were co-operating

only in specific areas.

By Haig Simonian in MEan

La Rinascente, tbe Italian

stores group being sold indi-

rectly by Fiat to the Ifil hold-

ing company, yesterday saw
another sharp foil in its shares

on the Milan stock market,
accentuating Monday's 15 per
cent drop.

Ifil shares slipped by almost
2 per cent, to L7.385, as more
investors reacted to the news
that Ifil’s public tender offer

for Rinascente stock bad been
three times subscribed.

Ifil, which is active in food

production but has no retailing

activities, announced in Sep-
tember it would hid for Rinas-

cente. Italy's biggest stores

group. The step came just as
Fiat unveiled a big financial

restructuring, including a
rights issue and an offer to sell

its 46.3 per cent stake in Rinas-

cente to Fiat shareholders at

L9.5Q0 a share.

Fiat's proposal received only

a lukewarm response from
shareholders, who bought only
about 40 per cent of the stock

on offer.

The remainder of Fiat’s

stake in Rinascente's ordinary

share capital went to the
hanks underwriting the trans-

action.

By contrast, Ifil’s subsequent
offer to buy Rinascente shares

at L12.500 each provoked a
massive response. However,
the terms were deliberately

limited to 33 per cent of the

retailer's ordinary shares to

avoid triggering a full takeover

bid under Italian stock market
rules.

As a result, surplus stock in

Rinascente has been flooding

the market, coming either from
the banks which underwrote
Fiat's sale or disgruntled
private investors seeking
to get the best price for their

shares.

M 8PMII1P

And it's not in New York. Or

London. Or Tokyo. Today the world's

largest marketplace is the Chicago

Mercantile Exchange. Measured by the

dollar volume of contracts traded, it is

three limes the size of any other

futures exchange. Eighty-five trillion

dollars worth of financial instruments

and commodities changed hands on

its trading floor last year. This year

looks like a hundred trillion dollars.

The world comes here to trade

because a bigger marketplace delivers

greater efficiency, One example: heavi-

ly traded products typically have a

smaller spread between the price

someone is willing to pay - and the

price someone else is willing to

accept. The CME has more of these

heavily-traded instruments - more

contracts that trade a million times

a year for example - than any other

futures exchange anywhere.

The world comes here to trade

because a bigger marketplace offers

greater liquidity. And innovative finan-

cial instruments that evolve as needs

evolve.

This is die marketplace where

the world discovers, moment-by-

moment, die true world price of cur-

rencies, equities, Interest rates and

some physical commodities. This is

the market that matters most

CHICAGO MERCANTILE EXCHANGE*
The Exchange of ideas*

QUOTE
PC QUOTE
64KB HYPERFBEO
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Managers
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Indian steel

group ahead

18% after

six months
By Kunai Bose
in New Delhi

The Steel Authority of India

(Sail), the country's largest

steel producer, lifted net profit

18 per cent to Rs630m ($20m)

fin- the six months. to the end
of September due to increased

sales and cost-cutting.

Saifs performance contrasts

sharply with that of Tata Iron
and Steel, the country’s second
largest steelmaker, which
recently reported a sharp fall

in profit

Sail, a state-controlled enter-

prise in which the government
has sold a 10.52 per cent stake

to private shareholders, stands
out as among the most effi-

cient of India's large state-

owned industrial enterprises.

Its managers have taken
advantages of the changes
brought about by the liberalis-

ation of India’s economy In the

past two years, whereas Tata
Steel’s financial performance
has suffered from management
upheavals and from the cost of

a large modernisation pro-
gramme.

Sail’s turnover in the period
rose 12 per cent to Bs50.63bn.
Production of steel rose 6 per
cent to 4m tonnes in the half-

year.

Mr M.R.R. Nair, chairman,
said the product mix had been
changed to suit market condi-

tions. The improved perfor-

mance came in spite of the
stagnation in the market, and
was attributed by Mr Nair to

"all-round Improvement in
productivity and redaction in

costs. The energy consumption
per tonne of steel produced
has been brought down signifi-

cantly.*'

Exports rose almost fourfold

to Rs&Slbn.

NOTICE OF MEETING TO HOLDERS OF SENIOR DEBENTURES
OF TRIZEC CORPORATION LTD.

NOTICE IS HERESY GIVEN that a meeting (the -Meeting-) ol the hold®* of:

Cdn. $4,441,000 91/2%
Cdn. $2,904,000 10 1/2%
SF 100,000,000 61/8%
Cdn. $60900,000 117/8%
SF 100,000,000 55/8%
ECU 56,000,000 91/4%
Cdn. $75,000,000 10%
SF 100,000,000 5%
U.S. $125,000,000

Cdn. $125,000,000 10 1/4%

SF 150,000,000
U.S. $60,000,000
U.S. $40,000,000
Cdn. $115,000,000 11.125%

Senior Debentures to mature November 15, 1993;

Senior Debentures to mature June 1, 1908;
Bonds 1983 -1993;
Senior Debentures to mature March 15. 1995;

Bonds 1985 -1995;
Senior Debentures to mature September 13, 1995;

Senior Debentures to mature October 1. 1996;

Bonds 1987- 1999;

Senior Debentures to mature 1995;

Senior Debentures Due June 22, 1999 and

10 1/2% Senior Debentures Due June 22, 2009
Senior Debenhaas to mature 1997;

Senior Debentures to mature 1997;

Floating Rate Notes to mature 1995; and
Senior Debentures Due June 18, 1996

{collectively the “Debentures') issued by Trizec Corporation Lid. (the “CompwiyO pursuant to the terms of a trust indenture bearing formal date of

March 15, 1972 (as amended and supplemented the 'Trust Deed*) wi be held at 10:00 o'clock a.m. Toronto lime on toe 18th day of December,

1993 at Sheraton Centre. Conference Roams B and C. 123 Queen Street West, Toronto, Ontario, Canada, for the purposes of:

1. Updating the holders of the Debentures (the ’DebenturehoUers*) as to the events of the past few months and the efforts of Montreal Trust

Company of Canada (the "Trustee") and certain of the Debenturahatiers cm their behalf;

Considering and. if thought fit, passing an extraordinary resolution (toe Extraordinary Resolution") pursuant to clause 23.1.13 of toe Trust

Deed to formalize the appointment of a committee to represent the interests of the Debenturshoklers;

Considering and, if thought fit, passing such extraordinary resolutions and other resolutions pursuant to the Trust Deedas may be necessary

or desirable at toe date of the meeting; and

4. Taking such further or other action, whether by way of extraordinary resolutions pursuant to the Trust Deed or otherwise, as may be advisable.

A copy of the Extraordinary Resolution contemplated In paragraph 2 above together with proxy materials and information rotating to voting in

respect of unregistered debentures is available at the branch offices ol the Trustee and other Institutions set torth below.

This notice is given pursuant to toe Trust Deed with toe intent that any extraordinary resolution adopted at toe Meeting or at any adjournment there-

of in accordance with the Trust Deed shall be binding ppon tel DebenturehoMere and his or her heks, executors, administrators, successors and

assigns whether present or absent and that the Trustee (subject to the terms of the Extraordinary Resolution and the terms of the Trust Deed) shall

be bound to give effect thereto accordingly. This notice descries only the general nature of the business to be transacted at the mealing and
DebenturehoMere are urged to attend toe meeting to be advised of the specifics thereof.

Each Debenture entitled to be voted at the Meeting wil entitle toe holder thereof to one vote for each 81,000 principal amount of Debentures held

(determined in the case of Debentures issued in currencies other than Canadian Dolans by converting the principal amount thereof to Canadian

Dotes at toe average noon spot rate of exchange on November 15, 1993 for converting such currency into Canadian Doftars, as reported by the

Bank of Canada).

The hofcfere of futfy registered Debentures of record at the dose of business on November 15, (993 wHt be entitled to notice of and to vote at toe

Meeting or any adjournments thereof, provided that a transferee of such Debentures, after such record date may, not later than 10 days before the

Meeting, establish a rightto vote by provkting evidence of ownersrip or such Debentures and requesting that the name ot the tranteeree be plaoed

on the voting list in place of the transferor.

Holders of unregistered Debentures in bearer form desiring to attend and vote in person or by proxy at the Meeting or any adjournments thereof,

without producing such Debentures, may deposit same with a depositary feted bekjw and will receive in exchange voting certificates which wfll enti-

tle the holder named therein to be present and vote at the Meeting and at any adjournment thereof or to appoint a proxy to represent and vote on
behalf of the Debenturehoider at the Meeting and a! any adjournment thereof. Debentures so deposited wffl be held on deposit untfl after the

Meeting and any adjournment thereof and wdl only then be returned to the depositor on presentation of the receipt therefor.

A Debentureholder may attend the Meeting m person or may appoint another person as proxy. To appoint a person to attend as proxy a
Debentureholder must deposit with the Trustee an instrument appointing the proxy signed by the Oebenturehokter or an attorney of toe

Debenturehotier.

A Debenturehotier who is unable to attend the Meeting is requested to date, sign and return the form of proxy to Montreal Trust Company of

Canada. 4li -8th Avenue S.W.. Calgary. Afeerta, Canada. T2P 1E7 at least 48 hours, exducSng Saturdays, Sundays and holidays pnscedtig life

lime set tor the Meeting or any adjournment thereof or to deposit same with the Chairman of the Meeting at the Meeting.

i
:fersons appcWrted as proves need not be Debenturehokters. Cfebenbraholders may not appolrit the Tnotee as proxy.

All instruments of proxy referred to herein shaB be in a form satisfactory to the Trustee. The term of proxy names David Richardson of Ernst &
Young Inc. and Derrick Tay of Meighen Demers as proxy nominees. Messrs. Richardson and Tay are representatives of the Financial and Legal

Advisors respectively, retained by the Trustee in accordance with the terms of the Trust Deed. Debenturehotiers are of course free to identify

another individual as their proxy nominee to attend and vote at the Debemuiehoiders' Mooting in accordance with the enclosed proxy instructions.

Copies of this notice and toe accompanying form of Extraonfinary Resolution and suitable forms of proxy and instructions relating thereto are being

mated by registered maK to tel holders of fifty registered Debentures and Debentures registered as to principal only. Additional copies of such

documents and instructions and terms of voting certificates and proxies for the purpose of enabling the holdere of unregistered Debentures to be
present and vote at toe Meeting in person or by proxy may be obtained at any one of toe fotiowing:

Montreal Trust Company of Canada

411 -8th Avenue S.W.

Calgary. Alberta

Canada

T2P1E7

Montreal Trust Company of Canada

510 Bunard Street

Vancouver, British Columbia

Canada

V6C3B9

Montreal Trust Company of Canada

15 King Street West
Toronto. Ontario

Canada

M5H1B4

Montreal Trust Company of Canada
Place Montreal Trust

1800, avenue McGfl Goflege

Montreal, Quebec
H3A3K9

Swiss Bank Corporation

Baerengasse 16

CH-6Q10 Zurich

Switzerland

Cornmerzbar*

NeueMamzfirStrassfl3a06

D-6QQ0 Frankfert/Man 1

Germany

Sodete Generate

Abacfennede Banque

15 avenue Ernie

Reuter L-2420 Luxembourg

Canacfian Imperial Bank

of Commerce
309 8th Avenue S.W
Calgary. Aberta, Canada
T2P2P2

Swiss Bank Corporation

1 High Timber Street

London, England

Royal Bank of Canada [Suisse)

Rue Diday

1211 Genevan
Switzerland

DATED this 16th day of November, 1993. MONTREAL TRUST COMPANY OF CANADA,
Trustee

Powerful position
Simon Holberton on a flotation offering exposure to Chinese electricity

H opewell Holdings, the
Hong Kong property
and infrastructure

conglomerate controlled by Mr
Gordon Wu. yesterday brought
its electric power assets to tbs

Hong Kong stock market in a
capital raising initially worth
nearly HKjlibn (OSSLttn).
The deal offers investors the

chance to participate in Chi-

na's expanding electricity

industry. For Hopewell, it

means a profit of nearly
HKjl.flbn an its investments In

electric power, and the transfer

of about HKj39Qm of debt from
its balance sheet to that of

Consolidated Electric Power
Asia (CEPA), the subsidiary to

be floated.

Today, Hopewell offers Hong
Kong investors 93.5m CEPA
shares at HKJ12.5G each. The
company’s financial advisers,

Peregrine Capital and Wardley,
said yesterday that 381.4m
shares at HKJ1IL50 <>nnh h«H

been placed with International

Investors. In total, Hopewell
will raise some HK$6bn
through the flotation and
placements.

In the words of one of
CEPA’s advisers, the float is

“not the most straightforward

of offerings”. Hopewell has
subscribed to 475m shares in

CEPA at HKJ10 a share, and is

selling these to investors at
HK$12L50 each.

Hopewell will also subscribe

to 800m shares at HK$10 each.

Half of this is payable now and
the remainder in two equal
instalments on successive
anniversaries of CEPA's
December 6 listing. On fall

payment of the partly paid
shares, Hopewell’s interest will

rise to 62.8 per cent
CEPA comes to market with

one of the most rtgitinnriing val-

uations ever seen In the col-

ony. The offer price represents

a prospective price to earnings
ratio of about 40 times forecast

1994 earnings of HK$20Sm, and
a 32.4 per.cent premium over
net tangible assets of HK$9.44 a
share.

However, analysts said the

.

cnifltf size of the public, offering

combined with demand for

CEPA shares should ensure
that its shares perform well

Initially. In the -longer term,

the company’s fortunes will

depend on the extent to which

,

deals yet to he made.. Vhat is

the real value of this company?
I don’t know.

1*
-

Thu balance , hreestras have
to strike IS between China and,

more broadly.. Asm’s demand
for electric powerand the like-

lihood that “letters of mteut"
and ^pratiminaxy discussions”

which CEPA has. with provin-

cial mainland '

authorities win
materialise into contracts

AteiltyMMood
Gordon Wu: buyers are gambUng do Ids China’s future

Mr Wu can replicate past suc-

cesses in building and operat-

ing power stations: in China
and the Philippines.

Indeed, CEPA is almost a
pure “concept” stock and a
gamble not only on MT Wu’s
business skills .but on China's

future. . As Mr Eamonn
McManus, director of corporate
fmsmtnt at Wardley, one of the

company’s financial advisfers,

said yesterday: "People are
investing in an energy fond;

they are buying Gordon Wu’s
expertise and track record.”

Valuing the company is diffi-

cult and highly subjective,, said

Mr Archie Hart, director of
research at Crosby Securities,

a local brokerage. "The value
of this company is in a

r

lot of

China’s demand for power
and its desire todeveloprap-
kUy its generating capacity is a
matter of record. Annual elec-

tricity consumption per heed
was Just 562kW in 1991, against

4,4i8kW in Hong Kong and
ll,833kW in the US. China
wants to add between 10,000

and 15,000 megawatts of capac-

ity each year untfl. the end of

the qantmy. -

CEPA believes it is well
placed to .build same, of this

extra capacity. According to its

prospector CEPA has a “pre-
- Hmi wary, agreement” to

1320MW of powOT generating
capacity in Guangxi province;
“letters of intent” to install

6.600MW of power in Jiangsu,

Henan and Shandong prov-

inces; and has had “prelimi-

nary discussions” with two

localities to install up to
'&900MW ofcapacity.

Mr Stewart Elliot, CEPA
•- chief executive, indicated yes-

foxdaythat up to 14 other deals

on the mainland were

bong discussed whan he said

that iCEPA' has .20 letters of
. ..

intent from various provinces.

- But lie agreed that investors
'

were buying CEPA . on the

basis of its future prospects.

.

He said however, thare was

“absolutely no doubt" in his

mind that the projects referred

. to in the company's prospectus

. would materialise. After the

CEPA float, “negotiations to

formal contracts will, come
very shortly,” Mr Elliot said.

Hopewell has demonstrated

its abflityto build large power

stations below budget and
.

. ahead of schedule. Currently

under construction are Sha-

Jiao-C in Guangdong - a
3X600MW. coal-fired station •

and. Pagbilao in the Philip-,. .

pines, which Is
.
a 2X3675MW

unit Together with other pro-

jects ixr-the Philippines and
China, these' constitute the

company’s assets.

When they are constructed.

CEPA will have generating

capacity of 4.000MW, making It

bne-and-a-haif times the size of

Hongkong Electric and two-

. thirds the sfeA of fihfaa Light

& Power. Mr Elliot says the

company’s strategic aim is to

become the “principal indepen-

dent supplier of power in Asia

for the foreseeable future.”

Part of this entails becoming

•a retailer of off-fl»«bdf power .

stations. CEPA, Mr Elliot

claims, is close to achieving

what every first world power
utility would like to do: stain£
dardise its product Savings

- from standardisation would
amount to between 15 per cent

and 20 per cent of the cost of

equipment, he said.

Macquarie Bank turns in 17%
rise with equities division boost
By Nfldd Taft In Sytewy

Macquarie Bank, the
Sydney-based institution In
which Hill Samuel holds a
minority stake, yesterday
reported profits after tax of

A|3L2m (US$20.6m) in the six

months to end-September, a

17.4 per emit improvement over

the same period of 1992.

Mr Allan Moss, managing
director, said the performance
of all the group's main activi-

ties had been “above budget”.

Macquarie does not break
down results by division, but
the bank added that about ane-

third of group earnings
from fees, a similar amount

from trading activities, and the
final third from interest mar-
gins.

The bank, whose structure is

closer to that of an investment
bank, said that its equities

division had a particularly

buoyant first half, “well
exceeding” the same six

months In 1992. Macquarie
Equities claimed the number
one position in terms of mar-
ket share on the Australian
Stock Exchange in September
and October, and the group's

underwriting business also

benefited from the surge in
new issues.

Non-accrual loans were
A$44m or 2.6 per cent of loan

assets, compared to A$281m.
white net losses on bad and
doubtful loans totalled just

A$0.58m, compared to A$L03m.
Total assets at the half-year

were AJSiJTbn, up by 159 per
cent and the total capital ade-

quacy ratio was 1294 per cent
• St George Bank, an Austra-

lian regional bank, yesterday

reported an operating profit of

A$82Bm (US$54.7m) after tax
and ghnnrrrml m- pipmial ItwryB

for the 16 months to September

30, AP-DJ reports from Syd-
ney. St George said it would
pay a dividend of 20 cents a
share for the six months to
end-September, making a total

cf50 cents for the 16 months.

Sotheby’s

chief to quit

in January
By Antony Th raft

Mr Micbaa) Ainstie, president

and chief executive of Sothe-

by’s Holdings, Is to leave the

US-owned fine art saleroom in

January. He will be succeeded
by Mrs Diana Brooks, presi-

dent and chief executive of
Sotheby’s worldwide auction
business.

Mr AinsLLe, BO, joined Sothe-

by’s in 1984 from the American
National Trust He said yester-

day that he had always
planned to stay for 10 years. He
had told Sotheby's p.bairroaTi

and chief shareholder, Mr
Alfred Tauhman, last January
that he wished to resign, and
in April Mrs Brooks, 43, took
over the day-to-day running of

the company.
Under Mr Ainslie, Sotheby's

consolidated its position as an
international auction house
and tbe largest in its field.

However, it was hit badly by
the recession and this month
announced a net loss for the
first nine months of 1993 of

51.3m, although that was a

slight improvement over 1992.

Mr Ainstie. a large share-
holder in Sotheby's, will

remain a director but expects

to take another job. Mrs
Brooks' executive role will be

shared between three or four
colleagues.

Canadian investment

for French gas utility
By Robert Gftibens in Montreal

Gaz de France is injecting

CflOOm (US$75-2ny into Nov-
eroo, the bolding company that

controls Quebec’s regulated
natural gas distributor and
several non-regulated busi-

nesses.

This gives the French utility

24 per cent of Noverco, which
has been looking for a strategic

partner for some time.

It becomes a partner in Nov-
erco with Soqulp, a Quebec
government energy agency (38

per cent), the Cause de Dep&t
(30 per cent), and Levesque
Beaubien (8 per cent).

Noverco and Soqulp control

gas production in western Can-
ada and the gas pipeline

between Montreal and Quebec
City. Tbe Caisse de Depdt, with
assets of nearly 0645103, man-

ages the Quebec public sector

pension funds.

Gaz de France said its invest-

ment was part of its interna-

tional expansion. The two
groups have . had technical

partnerships for some time.

Noverco 's gas distribution
unit, Gaz Metropolitaln, has a
pipeline network covering
more than 5,000 miles
(8,000km) in Quebec and Ver-
mont It bought New England
Gas last year arid plans to

become a significant force in

the north-eaaterix US. Its

long-term strategy includes
using the St Lawrence Valley
as a distribution hub with
direct pipeline connection to

the Boston area.
~

For the year ended Septem-
ber 30, Gaz Metro had sales of

more than C$lbn and profit of

C6UL4m.

Foschini

posts 19%
increase

in profits
By PhOfo Gawtth
In Johannesburg

Foschini, fhe. South African
retail clothing and jewellery

group, overcame difficult trad-

ing conditions to record a 199
per cent increase in pre-tax
profits to R88Jfcn ftM-Zm) in
tbe six months to September,
from B739m a year ago.

High productivity levels

helped profit growth outstrip
the 179 per cent increase- in

turnover compared to 1992 (no

turnover figure supplied).

Attributable income rose 37.4

per cent to B539m.
The company paid a R52.4m

interim scrip dividend. Based
an a share price of R68, share-

-

holders win receive an allot-*

meat of one new ordinary 5
cents share for every 59 held.

With signs of an economic
upturn, Mr Stanley Lewis,
chairman, forecast “satisfac-

tory profits and earnings
growth" for the fill] year.

Mr CKve Hinduon, manag-
ing director, said all trading
divisions had been satisfac-

tory. The rate of store expan-
sion has been stepped up with
15 new shoes opened in Octo-

ber alone compared to 12 dur-
ing the reporting period. Jew-
eflery group Sterns, purchased
in April, had been reposi-
tioned and was now well v-

placed to make a profit cantri- *

button in the second half.

During the period two Fos-
cbtni directors were appointed
to the board of UK doth og
retailer Etam, 36.4 per cant
owned by Foschini associate,

Oceana Investment Corpora-
tion.

ASX urged to extend voting debate
By NiUcf Taft

The Australian senate's joint

statutory committee on corpo-

rations and securities has
called an the Australian Stock
tfrgrViangp to wrt<*nrt the dead-

line for submissions on differ-

ential voting rights the

end of February.

The issue has arisen in the

context of a controversial plan
by Mr Rupert Murdoch to issue
News Coip shares with “super
voting rights” on a pro rata
basis to existing shareholders.
The ASX has asked the

investment community to sub-
mit views on the principles
underlying the scheme by
November 29. and has indi-

cated that it will make a deci-

sion on the issue before Christ-

mas. However, Senator Mich-
ael Beahan, who chairs the
committee as well as a recent-

ly-announced Inquiry into tHe r
role of institutional investors,*'
said the ASX procedure on the
super shares matter was “not
acceptable to the committee”,

and called for the longer time-
table.
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INTERNATIONAL CAPITAL MARKETS

Gilt prices volatile after surprise cut in base rate
PaWck Harverson in New Yorlc

The timing of. yesterday’s
hatf-pomt cot in the base rate
^“iPW^nttoWpercent
to«E the UK government bond
market by surprise, and
’Parked a sharp initial rally in
tne cash and futures markets.
After a volatile day, gilt

prices ended between % and %W Point higher, with long-dated
isroes the ttggest gains,
helped by the prospects of core
turned low inflation

.
Dealers reported keen buy-

ing interest in the cash and'
futures markets after the rate
cut announcement but prices
laterM back. “Investors liked.
the news, but then they
appeared to be pausing for
breath as they tried to make
up their minds about the lon-
ger-term implications and the
Budget," said one dealer.

# Nigerian par

bonds rally
By Tracy Corrigan

Nigerian par bonds rallied !

strongly yesterday, regaining
i

most of the ground they lost
'

following last week's coup,
despite growing concern over
Nigeria’s overall debt position.
The bonds rallied from 39

cents in the dollar at the start
of the year to a high of 63
cents in October. Prices have
held up surprisingly well in
the face of. renewed political

turmoil and rebounded several
points to 58% cents yesterday,
on news of the appointment of

Hi a provisional ruling comndL -

"Given the uncertainty, the
price does seem rather high,
and the market could prove
vulnerable to further shocks
to confidence,” said Mr Mark
Evans of ING Bank. However,
traders point out that the
bonds cost Nigeria only $llQm
a year to service - only two
days of its oil revenues.

Expectations of£ rate cot at
the time /Of. the >Budget had
been priced into the- short end
of the gtttioarkfet; although
dealers arfd the cut had been
expected siigHHy closer to the
November 30 Budget.-.
Mr John UK econo-

mist.at Baring Sterling Ronds
,

noted there .was “a Tot of yield
curve play - a lot of people are
borrowing at the short ood and
buying the long and** nf the giit

market because the : gilt yield
.curve is positively sJoped.

Italian, government bonds
snfibrsd anQthor -vflffiawHa) .

fell on panic selling fey toreign-

. ms in the wake of the. weekend
mnmcipal electionvrpgn}tq

Following Monday's tumble
of nearly -riwr points, Italian
debt prices tost-a further two
points yesterday but clawed
back same of the losses to aid
about a point lowerbn the day.

wlth deaters arguing that the

market had been oversold.
‘ The local elections dealt a
blow to Italy's established

political parties, and raised
questions about the possible

Impact on the 1994 budget
However, yesterday the
finance minister told reporters

nothing had changed regarding
‘

the 1994 budget

GOVERNMENT
BONDS

Italy's ex-communist opposi-

tion yesterday guaranteed
approval of the 1994 austerity
budget by the end of the year,
adding that the turmoil on
financial markets after the
weekend local polls was.com-
pletely unjustified.

The BTP futures contract
settled at 112.64 on Monday. It

opened at 112.03 yesterday and

Debut Eurodollar deal

for Cable & Wireless
By Antonia Sharpe

Cable A Wfreleas, the UK
telecommunications group
Which last week reported a 30
per cent increase in interim
pre-tax

. profits to £509m
($75flmX raised $400m yester-

day through its first Euro-
dollar offering- 1

INTERNATIONAL
BONDS

Demand was such that the
unrated borrower achieved a
yield spread of 73 baas points
over US. Treasuries on its 20-

year Eurobonds, at the tighter

end erf the indicated range of73
-75 basis points. . ..

The spread compared favour-

ably with current spreads on
other 10-year Eurodollar offer-

ings launched recently by dou-
ble A-rated UK companies.

Traders said that the yield,

spread on National Power’s
$30Qm offering of 10-year Euro-
bonds, which, was launched
last week, stood at 70 basis
points yesterday while the
spread on the $500m offering of

10-year Eurobonds issued by
BAT Industries on November 9
stood at 80 basis points.

Mr fijchard Wainright-Lee,
director of corporate finance at
C&W, said the company was
taking advantage erf favourable
market conditions. The pro-

ceeds of the offering would be
used to finance the develop-
ment of the company's busi-
ness activities in eastern Asia,

Europe and the Caribbean.
However, he indicated that

C&W was unlikely to return
quickly to the Eurobond mar-
ket because it was not under
pressure to raise funds. “There
is no. heavy need to borrow,”

he said.

dropped as low as 110.50 as
Investors rushed to sell their

bond holdings, but later recov-

ered to trade at around 111.50

by late afternoon.

Italian 10-year yield spreads

over German bunds have wid-

ened to about 400 basis points,

from around 300 basis points

just over a week ago.

Spanish government
bonds were dragged lower by
the combination of turmoil in

Italy, general weakness in the

European bond markets, and
threats of a general strike by
same Spanish trade unions In

protest at the government's
proposed labour market
reforms.

Hopes of a '/« point cut in

Spanish interest rates were dis-

appointed at the repo.

German government
bonds closed lower, with deal-

ers blaming the gloomy inter-

national background rather
than any domestic features.

Monday’s disappointing
October money supply figures,

which showed M3 growing by a
higher than expected 6.S per
cent, pushed back expectations
of a Bundesbank easing.
However, dealers point out

that hopes of a cut in key-

interest rates could be revived
if the November cost of living
data for the regions (’due out
this week! lead to a decline in

the west German October's fig-

ure of 3.9 per cent. Some econo-
mists are predicting a Novem-
ber figure of 3.7 per cent
Dealers noted some exten-

sion trades, from medium to
long-dated bunds, but despite
the switches the long end of
the market still underper-
formed the five-year area.

US bond prices firmed

across the hoard in light trad-

ing as dealers bet that the Fed-

eral Reserve would purchase

notes and bonds outright in a

coupon pass.

By midday the benchmark
30-year government bond was
up fi at 98& yielding 6.324 per
cent. At the short end, the two-

year note was up jj 2t ioo&, to

yield 4-217 per cent
After Monday’s losses, deal-

ers were not surprised when
the market staged a rally from
the opening. Technical buying
related to the price of the
December Treasury bond
futures contract was one rea-

son for the early gains.

Another was rising hopes
among dealers that the Fed
would conduct a coupon pass
during the day. Also, analysts

said prices were helped by the
expectation that today’s Octo-
ber durable goods data will

prove weaker than estimated.

NEW INTERNATIONAL BOND ISSUES
Amount Coupon

m. %
US DOLLARS
Cable & Wireless 400 850 98.57R 0*^2003 0375R +73 {5%fcHDI JP Morgan Secures
Gas Aigenunota) 130 7.251 &4.62B3R Dec.1993 1.12SR *36V5%%-96)Chom<aJ tov.-S.Montagu
Rnandera Energeuca Nacaonai 100 6.6350 99.72R D*c.i&96 Cl6l2£R *21«4Vfe-96) JP Mcrgan Secmies
Bnpaqjw Pondercsa 50 875s 99.8QR Dec. 1906 i.OOR 425«i*,

>>.-&6) CrdLLycnra-s Euro-Secs.

D-MARKS
~ “

Untoanco 200 P-25 100.50 Jan. 1997 i.BO - Cammerftank

STERLING
' ' ’ ' “ ‘

Heehhon Operates Gp 1(bft 735 (t» J9.37R Nov-gon 03SR
.

SG WqrPurg Secynuas

AUSTRALIAN DOLLARS
’ *

Trenwuy Corp, of Vfctona 900 6.SW 99.664H Nov.1998 0 35R -12 (cl Mama Lyncn inn .

SWISS FRANCS
Bayeriaehe Veremsbank 100 4 00 102.00 Jan.1998 - - Bank van Ernst & CJe
OataSer-aenz NttiAin«icatd)*4> 100 250 99.875 janjOQg Deutwhe Bank (Sues*)

Final tarns and non-caHaMe unless stood. The yWa spread (over relevant government bond) a: launch * supplied by the lead
manager. Private placement. $Wfch equty warrants, ifitaalrog rate note eSamfiinnuaf coupon A- bed re-offer price; tees are shown
at the re-offer level. a) Adcfitiored rate of return inked to Ihe profits of Metrogas (70% owned subsidiary) wtuen raises from rent to
2Ji% of die face value of die bonds each year. Caflame in 4 years at 99.2966*6. Equal amoncaUon in months 46 and 60. 5) Class A
notes. Issue (a contitfartal on SAP AAA rating. Short 1st coupon Callable on any interest payment date from Nov.1996 et par. Average
life: 52 yeere. Class B notes offered separately. c) Spread is with State Electricity Commission of Victoria u»y dcmeacc bond due
Oct1998. d) Oenom.: SFrS0800 148 3-year warrants. 4 warrants entitle holder to 1 Daimler-Benz share at DMC95.

- SG Wtutrurg Securities

-12 (cl Memn Lynei inti.

• Bank van Ernst & CJe
- Deutsche Bank (Sucse)

Jan.1998
Jan-2002

Lead manager J.P. Morgan
said around 20 per cent of the
bonds were placed in Asia, 15

per cent in the Middle East, 15
per cent with US offshore

accounts, 30 per cent in conti-

nental Europe and 20 per cent

in the UK
Elsewhere, Treasury Carp of

Victoria injected badly-needed
liquidity into the Australian
dollar sector of the Eurobond
market with its A5500m issue

of global five-year bonds, its

second Australian dollar global

bond offering this year.

The bonds were priced to

yield 12 basis points below the

12 per cent State Electricity

Commission of Victoria's
domestic bond due 1998. When
they were freed to trade the
spread remained intact.

Lead manager Merrill Lynch,

said that 80 per cent of the

bonds were placed with US
investors.

Emerging market

investment rises
By Antonia Sharpe

International institutional
investment in emerging stock

markets has risen to 13 per
cent of international funds this
year from 10 per cent last year,

according to a survey* pub-
lished yesterday. This com
pares with only 2 per cent in
1989.

The survey also showed
investor attention had shifted
from leading Latin American
and Pacific Rim markets to

lesser-known markets in
Africa, the Middle East and
Europe. In 1990. only 7 per cent
of respondents had holdings in

Africa and the Middle East but
this figure is now 50 per cent.
Markets in southern and cen-
tral Europe are now part of 85
per cent of portfolios, an
increase of 20 per cent.

Thirty per cent of survey
respondents have committed
funds to Poland and 14 per cent
have invested in Zimbabwe,
the Czech Republic and
Morocco. A handful of inves-

tors have entered Ghana, Bot-

swana. Ecuador and Panama.

They have also taken direct

equity stakes In local compa-
nies in Papua New Guinea,
which does not have a stock

market as yet.

Survey respondents said that

although investing in emerging
markets had become “fashion-
able'’, several areas of practical

concern remained in these
high risk-high reward markets.
These included inadequate

custody and settlement,
bureaucratic regulatory envi-

ronments and the lack of qual-
ity information. Venezuela,
China, India and the Czech
Republic were cited as the
main markets where investors

encountered these problems.
More than 40 institutional

investors and several large
pension fund advisers from
North America, Europe and
Japan took part in the survey.

* Fifth annual emerging stock

market survey conducted by
Kleinian International Consul-

tants, 6215 32nd Place NW.
Washington DC 20015. USA.

Rothschild to manage
derivatives funds
By Tracy Corrigan

LCF Edmond de Rothschild in

London, which is currently
involved In traditional broking
and fund management busi-

nesses, has set up a new com-
pany which will manage funds
in the growing managed deriv-

atives market.
Edmond de Rothschild Deriv-

ative Fund Management plans
to create a variety of funds
emphasising the use of deriva-

tive instruments rather than
securities, including managed
futures, hedge, index-tracking

and protected capital funds.

Us first fund, a geared
futures fund investing in cur-

rencies, bonds and stock indi-

ces. will be launched in the

next few weeks. It will be an
off-shore fund, based in Luxem-
bourg.

Mr Adam Parkin, Mr Robert
Dawkins and Mr James Palmer
have joined the new venture
from John Govett & Co. which
launched the UK's first author-

ised futures funds two years

ago.

Mr Jonathon Hughes-Morgan
is joining from Odey Asset
Management, a hedge fund
manager.
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Profits held back as intensified competition and continued price-cutting are forecast I RoOSOIl

Northern Foods rises 5% to £72.1m
By Guy de Jonquferes,

Consumer Industries Editor

Northern Foods, the dairy and food

manufacturing company, yesterday

forecast intensified competition and

continued price-cutting by supermar-

kets after reporting a 5 per cent rise in

pre-tax profits to £72.lm in the six

months to the end of September.

Northern said its performance had

suffered from much faster than expec-

ted growth in liquid milk sales to super-

markets, at the expense of more profit-

able doorstep deliveries, and from the

continuing decline of small high street

shops.

Mr Christopher Haskins, chairman,

said Northern had successfully resisted

pressure to cut its prices to supermar-

kets and hoped to secure a modest price

rise in May. However, market condi-

tions had obliged it to accelerate cost-

cutting plans.

He said discounting and reductions in

product quality caused by competition

in the retail trade were unsustainable
in the long run.

They risked damaging supermarkets'
brand image, while suppliers which
competed purely on low profits would
be unable to make satisfactory re-

turns.

Northern was determined to maintain

a high level of product quality and to

continue to compete on innovation, ser-

vice and value, not on low price.

The increase in the first-half figures,
which compare with £68.4m a year ago,
equalled almost exactly a drop in inter-

est charges, and reflected mixed operat-

ing results. Sales rose by 3.5 per cent
from £9695m to £lbn.
Operating profit of the dairy division

edged up to £40m <£39.7m) - the first

time Mr Haskins could remember when
the performance of the business had
stagnated.

Sales increased by 4 per cent to
£477.3m (£457. lm). reflecting a surge in

liquid milk sales to supermarkets,
which carry a lower margin. Doorstep

delivery volumes, excluding acquisi-

tions. fell by 11 per cent.

The company expected doorstep deliv-

eries to fall to 30 per cent of total liquid

milk deliveries in less than five

years.

Operating profit on convenience foods

rose from £2L5m to ££L5m on sales of

£272.3m (£262.4m). while grocery saw
profits advance to £9.5m (£8.6m) on
sales of £105.9m {£92^m).
Sales to Marks and. Spencer, Northern

Foods' biggest customer, had advanced

strongly, while Park Cakes and Fox's

businesses had performed particularly

well
However, profit on meat products fell

to £9.4m (£ll.4m) on sales of £l48.3m

(£158.lm). The declines reflected a

reduction in van sales to small shops
and selective trading down by consum-
ers.

Earnings per share advanced to 9J7p

(S.99p).

The interim dividend is raised from
3.4p to 3.5p.

named in

$83m Pima
• comment »
Northern Foods appears so far to have InWCITI

T

fended off retailer pressures to cut ***

Vodafone improves

to £174.5m but

warns of downturn
prices, tfranks partly to Its emphasis

on premium products such as chilled

foods and up-market groceries, which

are on the sidelines of the supermar-

kets' war. However, not all Its custom-

ers are like Marks and Spencer. Its

biggest weak spot is liquid milk, almost

hair its business. Though it insists

retailers are bearing most of the cost,

their aggressive pricing is capturing

sales from doorstep deliveries at

alarming speed. Meanwhile, its highly

profitable sales to small shops are

suffering, as more consumers desert

them for big supermarkets. At this

stage. Northern Foods’ warnings that

the price war is unsustainable seem
based more on hope than expectation.

With no sign of a let-up in the second

half analysts have been downgrading

their full-year forecasts to no more
than £i60m, compared with £153m last

time.

Marston Thompson up 21%
By Philip Rawstome

Marston. Thompson & Ever-

shed. the regional brewer,

raised first half profits by 21

per cent to £ll.5m as reciprocal

trading agreements with
national brewers contributed

to a 4 per cent increase in beer

volumes.

Mr Michael Hurdle, chair-

man. said he was optimistic

about a satisfactory outcome
for the year though the profit

increase in the second half was
likely to be lower.

“With few signs of an upturn

in the economy, conditions in

the brewing industry remain
difficult and continue to

become increasingly competi-
tive.” he added.

Earnings per share during
the six months to September
25. grew 19 per cent to S.Tlp

(7.3p) and the interim dividend

is raised from 1.45p to 1.6p.

Operating profit rose from
£9-5Sm to Sll.Sm on turnover
ahead 11 per cent at £70.1m
i£S3.2m).

Beer volume sales outside
the company's own pubs
increased by 14 per cent with
benefits from the reciprocal

agreements with national
brewers, growing sales of
canned draught Pedigree, and
a SO per cent rise in marketing
expenditure.

“The increase in external
sales is a highly encouraging
result in an area that we
see as having further growth

potential," Mr Hurdle said.

Sales in Marston’s own
estate declined 3.4 per cent.

The managed houses showed
good growth - liquor sales 14

per cent ahead, food sales 16

per cent higher and retail trad-

ing profits growing 25 per cent
- but trading conditions
remained difficult for some
tenanted pubs.

A long period of decline in

volume sales to free houses
was arrested and sales were
ahead at the half year. Free

trade loans were £500,000

higher but a £700,000 provision

was also made for bad debts.

Capital expenditure in the

first half totalled £21.8m,
including £12.7m on pub acqui-

sitions.

Capital Radio advances

by 33% to £11.7m

NSM £699,000 in the black
By Catherine Milton

NSM. the heartly-indebted
international coal company,
showed pre-tax profits of

£699.000 for the six months to

September 30. compared with

losses of £1.9Sm last time.

The results are the first since

the completion of a series of

disposals designed to reduce
borrowings which began in

March 1991. Borrowings had
fallen to £SS.Sm t£94.6mi at the

half-way stage, amounting to

some 15S per cent <200 per
cent) of shareholders’ funds of

£56m <£47.2m».

Interest payments of £3.P4m

(£4.96m) eroded profits, mainly
struck on coal businesses in

the UK and the US. of £4.Wm
(£2.9Sm). including a £576.000

contribution (£621.000 loss)

from discontinued operations.

Turnover fell to £56.9m
(£62.3m) without the benefit of

last time's £5,44m contribution

from discontinued operations.

Future growth in the UK
would come from cutting costs

and selling additional tonnage
to the electricity generators “in

due course", said Mr John Jer-

mine. chief executive. In the

US, the company's operations

were well placed to benefit

from clean air legislation

planned to be in force by 1995.

NSM was also due to see

income from renting out land-

fill sites likely to start in the

early part of 1994: “Ex-coal
sites are ideally engineered to

operate as landfill sites," said

Mr Jermine.
He had joined the company

in 1991 and admitted NSM had
a history of ill-starred diversifi-

cations: “I have no plans to

diversify. The key objective

remains to build on the US
operations and reduce debt.”

He said there were "no obvi-

ous ways for reducing the

debt" further, barring small
rump disposals. The company
was only likely to consider a
rights issue to cover the cost of

any ftiture acquisition which is

not currently foreseen.

NSMTs shares are roughly 90
per cent held by institutions,

including the Kuwait Invest-

ment Office, whose resources
have been depleted by the

costs of the Gulf war and
losses on Spanish investments.

NSM said the K30 had a 9 per

cent stake which it bad so far

said tt had no plans to sell.

Earnings per share were 4.3p

(10.5p losses) but the company
has no plans to return to the

dividend list in the near future.

£llm at nine months for Wace
Shares in Wace Group rose 3p
to 168p after the pre-press and
specialist printing company
unexpectedly reported pre-tax

profits of £11.4m in the nine
months to September 30,

writes Andrew Bolger.

Mr Frans ten Bos, chairman,
said that in view of the contin-

ued changes in the group he
believed reporting the nine-

month result for the first time
was the best way of beeping
the market informed of the
group’s development.
He said the improved perfor-

mance at the half year had
continued. Sales for the third

quarter amounted to £S5.4m,
taking the nine-month total

above £250m. Trading profits in

the quarter were £8.2m, repre-

senting a margin of 7.3 per
cent, against 6.9 per cent for

the first six months.
During the third quarter

progress was made in cutting
borrowings, which fell £8.4m in

the quarter and by £12.8m in

the nine months. Net borrow-
ings at the end of September
were £75J9m, down from £88.7m
at beginning of the year.

By Raymond Snoddy

Capital Radio, which yesterday

announced a one third rise in

pre-tax profits to £11.7m for the

year to September, is seriously

considering applying for the

third national commercial
radio franchise.

The Radio Authority will

advertise the franchise, which

has to be mainly speech-based,

next week and the station

could be on air by autumn
1994.

Mr Richard Eyre, managing
director, said: “A lot of work
needs to be done but it is too

big a deal to turn down at this

stage”.

The format specified by the

Radio Authority for the last

national commercial channel
in the UK for some time would
mean that at least 51 per cent

would have to be speech. Capi-

tal, on its two London services

already offers music and sport

and could add a more substan-

tial news service.

Capital's profit increase

came after excluding the
exceptional gain of more than

£2m from the sale of the Duke
of York's Theatre. Earnings
per share rose by 30 per cent to

lUp.

Nelson Hurst

seeking £31m
Nelson Hurst, the insurance
broker, yesterday issued a
pathfinder prospectus for its

proposed listing on the Stock
Exchange via a placing and i

intermediaries offer by
\

Charterhouse Bank. Smith :

New Court Corporate Finance
]

are brokers to the issue, writes
l

Richard Lapper.
j

Nelson Hurst, which speci-

alises in professional indem-
nity, Latin America and Asia,

aims to raise £31m in new
money. In addition, existing
shareholders will sell a pro-
portion of their shareholdings.
Directors are forecasting an

operating profit of £7.2m for
the year to December 31. com-
pared with £3.8m the previous
year. They also announced
that Mr Graham Lockwood
has been appointed non-execu-
tive deputy chairman.

The dividend is up by 9.5 per

cent from 5.25p to 5.75p.

Mr Ian Irvine, chairman, said

yesterday there had been a
revival of confidence in radio

advertising in the last three

months of the year.

“Our efforts to make radio

more competitive in the media
market place are bearing
fruit.” he added.

Turnover in existing busi-

nesses increased by 6.7 per

cent while costs were cut by
1.2 per cent In the six months
since its acquisition, the chair-

man said the Midlands Radio

group contributed £i.lm to

group operating profits.

Analysts are forecasting pre-

tax profits of about £14.5m for

the current year.

The main priority for Capital

now is to retain its two London
licences when they come up for

renewal next summer.

Mr Eyre said yesterday that

Capital FM remained London's
number one radio station with
a 17.3 per cent share, 5 percent-

age points ahead of BBC Radio
1: Capital Gold remains the
number two commercial sta-

tion with an 85 per cent mar-
ket share.

The shares rose 14p to 223p.

By Maggie Urry in London aid

Patrick Hoveraon in New York

Mr Gerald Ronson and his

co-director of Baron Interna-

tional, Mr Alan Goldman, are

two of 12 defendants named in

an 383m (£55L7m) lawsuit initi-

ated by a US federal agency
earlier this month.
The suit concerns Pima

Savings & Loan, an Arizona-

based thrift, formerly a subsid-

iary of Heron. Many believe

that without the losses Heron
made on Pima it might have
avoided the need for a £1.4bn

financial restructuring; which

was completed in September.

The suit was foreshadowed
in Heron's restructuring docu-

ment published in May. That
disclosed that the Resolution
Trust Corporation, which is

investigating the affairs of

Pima, had asserted that 883m
had been lost through “unsafe

and unsound lending practices

and mismanagement”’ among
other things. The RTC
demanded repayment of the

S83m from the former direc-

tors and officers of Pima fail-

ing the submission of reasons

why the RTC should not seek
reimbursement.
The document said that

Heron was liable to indemnify
the directors and officers

against the losses.

Heron acquired Puna in 1980

and it expanded rapidly. But
in the late 1980s it hit prob-
lems, akmg with hundreds of

other savings and loan busi-

nesses, and Heron attempted
to sell it

By Andrew Adonis

Vodafone, the UK mobile

communications group.

reported interim pre-tax profits

up per cent from £160.2® to

53745m for the six months to

September 30. but warned that

high start-up costs for °vgrseas

licences were likely to depress

profits for the next two years.

Mr Gerry Whent, chief exec-

utive, also projected additional

heavy start-up losses next year

should Vodafone win the

licence to run the new national

lottery in its consortium with

Hambro's, Carlton and Associ-

ated Newspapers.

Mr Yfiaeni raised the possibil-

ity that in spite of Vodafone's

large e«h reserves - £J8&3m
at September 30 - it might
take on a “relatively small"
amfgmt of debt to meet invest-

ment obligations next year.

Group turnover was up 22

per cent at £339.8m (£319An),

but operating profit fell from

48 per cent of sales to 43 per
c«i*. mainly because of new
overseas licences.

Through its expansion pro-

gramme, Vodafone's overseas
licences now cover a popula-

tion equivalent to 42 per cent

of its UK base, adjusting for

relative income.
New networks opened in

Greece in July and Australia in

October.

To achieve its goal of a 5&50

population split between UK
Jmd overseas licences, adjust-

ing for income. the company

intends to hid next ywrss part

of consortia for new cellular

licences expected In Belgium,

Italy. France and the Nether- Q
lands
Overseas operations incurred

net losses of El3m tor the six

months, projected to grow to

about £25m over the full year

because of start-up costa.

Mr Wbent anticipated losses

of about £5Cto next year. with

networks in the first year of

operation in Germany. South

Africa. Fiji and Australia, fa

1994-95 overseas investment

will for the first time exceed

UK investment.

With only 4.500 customers

between them, Mr Where said

the growth of the company's

two sew UK digital networks •
was "slower than expected”.

He denied it was due to the

successful launch of Mercury

One-2-One's digital service in

the London area, attributing it

to the poor availability of
handsets and the rutanstness of

the existing analogue network.

Vodafone achieved 130,000

net new connections to its UK
network in the rix months, up
130 per cent on last year.

Earnings per share rase &7
per cent to 11.7p (lOJSpj. An
interim dividend of 4.12p

13,43(4 to declared.

See Lex .

=*--r«= =55 Abbey National^increases *
When these efforts failed, UK retail deposit share
ia KndnMc vnc lolrpn Avar *the business was taken over

by the Office of Thrift Supervi-

sion in March 1990 and later

went into receivership. Heron
wrote its investment in Pima
down to nothing.

In the 1990 accounts, Heron
showed a loss from discontin-

ued businesses, largely Pima,
of £19&2m, after a £3ft-4m Iocs

in 1989.

In the lawsuit, filed in
Phoenix, Arizona, the BTC
claimed that under Heron's
ownership Pima had tamed
from a simple home lender to

an aggressive commercial
lender chasing a hfgh return
on assets.

By John Gappar,
Banking Editor

Abbey National the mortgage
lender and braking groan. said

yesterday that Its share, of UK
retail deposits had Increased
substantially'' in the third

quarter of the year. .

It gave the estimate in

its first quarterly business
report.

Abbey said its share of new
mortgage lending had fallen

from the 27 per cent achieved
in the first half as a result of
competitive response to its

marketing ofAm

-

rate prod-

ucts la fbe six months to June
3Bl

there had been some oar-

rowing of the retail net interest

wteffca. hut tide was offset by
lower bad defat charges result-

ing Item farther ads in mort
gigearrears and repossessions.

Mortgage accounts more
than siz months in arrears fall

to SUM at the end of Sq^em-
faer. against 2&800 at the end of

June, tbe stock of repossessed

properties has fallen by one
third rids year to 6.166 at the
end of September.
Abbey's shares closed 2p

do«nat40lp-

St Paul injects £20m
into the Lloyd’s market

More changes proposed
to FT-SE classifications

By Richard Lapper

St Paul Companies, the leading

US insurance and financial ser-

vices group, is to become the
second international insurance
company to join the Lloyd’s
of London insurance market,
taking advantage of the rec-

ent opening to corporate capi-

taL

Last month Yasuda Fire and
Marine, Japan's second biggest
insurance company, injected
£l.5m of capital into its Lloyd's
subsidiary.

St Paul injected £20m into a
new subsidiary, Camperdown
Corporation, which will supply
between £30m and £40m of
capacity to 10 to 15 Lloyd’s
syndicates in 1994.

Mr Jeff Post, of St Paul, said
the group was particularly

interested in obtaining access

to specialist markets such as
ocean marine and war risk

through its participation at
Lloyd's. It was also seeking to

underwrite some catastrophe

business.

Mr Post said that following

the failure or scaling back of

some of the new Lloyd’s invest-

ment trusts there was a “new
rush for capacity from seme
syndicate managers”.
Merchant banks and securi-

ties have raised more than
£S00m from institutional and
retail investors in the past few
weeks. And two large US
investment companies - Lon-
don Market Investors and
Lutine Capital Corporation -

still have to finalise plans to

raise some 8600m (£4C3m) from
international investors.

CALLING OF A SPECIAL
SHAREHOLDERS MEETING
Shareholders holding Crcdito Italiano savings shares

are called to attend a special meeting to be held

on December 2. 1993 at 1 1.30 a.m. in the Bank’s
registered office in Genoa, in via Dante 1.

If necessary second and third sittings will be held
respectively on December 3. 1993 at 6.30 p.m.
and December 4, 1993 at 10.00 a.m.. at the same
address, to discuss and debate upon the following

Agenda
1 ) To give shareholders holding savings shares,

the possibility of converting these into ordinary

shares. The conversion ratio would be one ordi-

nary share for each savings share held, against,

payment of Lit. 160 for each share converted.

To establish the period for the conversion. This
would run from January 17. 1994 to February 11.

1994. To establish the date of January 1, 1993

as the dividend-bearing date for the new ordina-

ry shares deriving From the savings shares.

All holders of savings shares may attend the meet-

ing, provided that they have deposited their shares

with any Credito ftaiiano branch or with Monte
Titoii S.p.A., at least five days before the date
scheduled for the Meeting.

THE REPRESENTATIVE OF
CREDITO ITALIANO
SAVINGS SHARES "

DIVIDENDS ANNOUNCED

Aflted-Lyons ini 7.3 Fob 25
Amber Industrial ent 6 Jan IS
Anglo Irish Baik fin 2* Jan 21
Capital Radio fin 4 Jan 17
City London Pfl § tnt 1.27 Jan 17
Cosalt fin 3.25 Jvi 26
Falcon tfldgs irrt 3 Jan 21
F4C Emerging fin 0.27 Jan 12
Marston Thompson ini 1.6 Jan 18
Northern Foods bit 3.5T
Readicut Inti ini 0.63 Fob 9
Sterling Inds (nt 1.8 Feb 11
Stratagem fin 3.25T Dec 29
Thom EMI ini 9 Mar 4
Vodafone fill -1.13 Feb n
tOn increased capital. §USM stock. Alreth pence.

Current

payment
Date or

payment

Comes -

ponding
dividend

Total

lor

year

Total

last

year

7J Feb 25 6.95 . 21
e Jan 18 5.5 . 18.5
2* Jan 21 2 3.36 3.36
4 Jan 17 3.5 5.75 525

1-27 Jan 17 1.15 . 3.5
3.25 Jan 26 4.25 5.375 10.75
3 Jan 21 - - 5

0.27 Jan 12 025 0.27 0.25
1.8 Jan 18 1.45 - 5.4
3.5T - 3.4 - 8.4
0.63 Feb 9 0.63 . 3.44
1.8 Feb 11 1.5 . 5.8

3.25T Dec 29 4.75 4.75 4.75
9 Mar 4 9 - 32

4.12 Feb 11 3.43 6.96

Low demand for Lilliput

By David Blackwell

Retail investors and employees
have taken up only 24.7 per
cent of the shares available to
them in Lilliput Group, the
Cumbria-based manufacturer
of hand-painted miniature
china cottages.

The company earlier this

month placed a total of 12.04m
ordinary shares, priced at 135p,
with institutional and other
investors.

Of the total, 4J2m were sub-

ject to a clawback to meet
retail demand through inter-

mediaries.

Just over lm have been
recalled, of which 35,000 will go
to eligible employees.

The flotation is raising
£16-3m for existing sharehold-

ers and £2.43m net of expenses
for the company, of which
£L47m will be used to redeem
preference and deferred shares.

Dealings begin tomorrow.

By Maggie Unry

The FT-SE Actuaries Industry
Classification Committee has
published its second list of
changes to the proposed new
classification system which to

due to come into effect on Jan-
uary 4 next year.

The changes follow a second
adjudication meeting of the
rummittee which is part of the
consultative process following

tiie publication of initial pro-

posals in October. A third adju-
dication meeting will be held
next Monday.
The committee has now

completed its review of the
sectors and sub-sectors, and
has taken decisions on two
thirds of the representations
made about individual compa-
nies.

It is taking the companies in

sector order, so has not yet
reached Incbcape, the interna-
tional trading and motors
group, which has made strong
representations about its
classification as a motor dis-
tributor.

yesterday’s announce-
ment included changes to
the Insurance sectors and
a further 57 moves of
companies to different sub-
sectors.

Mr Nick Fitzpatrick, chair-
man of the committee, said the
committee recognised “that
some companies may be disap-
pointed” but once in operation

classifications would be
reviewed quarterly.

Oat company thought to be
disappointed to Wicfces, which
wanted to move from builders'

merchants to retailers but has
stayed put
The originally proposed

Insurance. Composite sector,

which bad only one subsector
also called Insurance. Compos-
ite, to to be broadened and
renamed Insurance.
As well as the composite

insurers, it will Include
Insurance, Brokers, formerly
a sub-sector in the Other
Financial sector, and a
new sub-sector called Insur-
ance, Lloyd's Funds, which
will contain the new listed

Lloyds corporate capital
vehicles.

The Insurance, Life sector
and sub-sector, will be
renatned Life Assurance,
Among the company moves.

Allied-Lyons is to switch freon
the Breweries sub-sector to
Spirits. Wines & Ciders. Stefae
and Weir Group have both
been reclassified in Engineer-
ing. Diversified from Engineer-
ing Contractors. Vickers,
which makes tanks and
Rolls-Royce cars, is moving
from Engineering. Aerospace
and Defence to Engineering.
Diversified.

A frill fist of the changes
will be published In tomor-
row's edition of the Financial
Times.

In no man’s land: neither a hard discounter nor superstore
NeU Buckley looks at Kwik Save amid fears that it may be hard hit in the supermarket price war"W t ic nfin nf fha imnino nf mtrant/.«4 • *

0^52,

cheapest supermarket chains,
is facing fears that it may be
one of the hardest hit by the
latest supermarket price war.

On the face of it, all is well
at the 810-store discount chain,

with Kwik Save forecast today
to announce a rise in full-year

pre-tax profits from £U0.6m to

about £12om. Its^hare price
has also held its 'value rather
better this year than those of
the superstore chains.

But while the most recent
slide in the shares of the big-

gest chains, which began after

Sainsbury cut the price of 300
own-label products, has abated,

the downwards spired has con-
tinued at Kwik Save. Its shares
have lost almost 10 per cent in

the last three weeks.
That might seem puzzling,

since Kwik Save virtually

in no-frills shops - in the UK.
Its founders developed their

first supermarket, Value
Foods, at Prestatyn in North
Wales in 1962. Renamed Kwik
Save in 1965, the chain was
modelled on the pioneer of dis-

counting in Europe, Germany's
AldL It developed a potent for-

mula which outlasted would-be
rivals such as Victor Value and
Prlcerlte, and has enjoyed both
the highest returns on capital
- at close to 40 per cent - and
the fastest underlying sales

growth in the industry.

However, fears now surfac-

ing in the City centre on a stra-

tegic decision Kwik Save made
in 1988 to expand its range
from about 600 to about 2^00
product lines. That was made
passible by investment in new
computer systems linked to

slowed Kwik Save's stock turn,
pushed up costs, and left it no
longer able to offer the keenest
prices. They fear Kwik Save
has wandered into "no man’s
land”, where it to neither a
hard discounter, nor a super-
store,

Competition is stiffening at
both ends oF the market At
one end, Kwik Save faces com-
petition from a new generation
of fast-expanding hard dis-
counters. Ironically, one of
these is Aldi, inspiration for
Kwik Save in the 1960s, while
another Is Shoprite, set up by
the son of one of the co-found-
ers of Kwik Save.
These stick more faithfully

to the original discounting
principle of carrying only 600
to 1.000 lines.

At the other end of the spec-

goods to a level where they
compete with the discounters,

and Tesco, the UK’s number
two, has launched its Tesco
Value line of low-priced basics,

Safeway is cutting prices too.

Kwik Save counters that it is

not in danger of losing sales in

either direction, as its intro-
duction of new technology
allowed it to extend its range
without sacrificing its edge on
price. It claims it can match or
beat the prices of the hard dis-

counters while offering op to
three times as many items.
Moreover, it argues that the

expansion of range by the big
supermarket operators through
the 1980s from about 4,000 lines
to more than 15.000 raised cus-
tomers' expectations about the
number of products they
should find even in a discount
store. Kwik Save says it is

City analysts dispute this;
however, claiming that Kwik
Save has resorted to tactical
pricing, lowering its prices in
areas where it competes
directly with a hard dis-
counter. and so sacrificing

““Rgs. On* claimed fast
week that Kwik Save was even

IjffX£? Prt**3 to com-
.pete with the superstores.
Kwik Save’s other counter-Mmnmt is that it faTISE.

represented in several parts of
particularly

England and ScStauLIt is owning up to 80 mSt
at an averagecost of less than Elm ner «««

Jf about aoSTtg*!

SEar"--® 1*5

3 sl«™iT Proto

growth, and a squeeze on its
to^Stos- While some analysts
have kept their forecast for

year’s profits at about
£I45m to Eisom, others have
cropped them as low as £128m.
The operating margin is fore-
cast to drop from more than 5

cent in the fate 1980s to
oelow 4 per cent next year.
Tlie pressing ^ jgr

Graeme Bowler, who replaced
Mr Greeme Seabrook as man-
aging director in June and
fi?. A*** results presente
“°h tomorrow.
As a former manjrring dime*

tor °f Franklins, a hard dto-

“"“tof in Australia, some.
“JJysts expect him to be a
^Wesshre retaUer than
SJJedeceMor. They wfll be
JfCttmg hard for any indjea-
gffls that Kwfk may trim

to imp*** prices and
bfa* towards its hard

“Counting roots.

MB POWER
UJ U«v>
to proceed.

, de France, torn u»
In the Ukraine, unable ana biecmcue u*
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It's a well-known fact: some Asian

countries are among the world's leading

economies.

The success Looking closer at the

oftheConfucian causes, one of the first

philosophy in the things that springs to mind

computer age. are the teachings of Confu-

cius, dating from over 2,500

years ago - a school of thought which laid

the groundwork for an unusually favorable

economic environment

-me foundation for success has been

built on an uncompromising recognition of

competence, the importance of getting

a good education, and especially the

individual’s profound
feeling of being at one

,with both society and his employer.

It goes without saying that such

strengths, which have evolved over

generations, also involve duties. For in

order to sustain the climate of harmony,

each individual is expected to comply

with various, and at times subtle, rules

of behavior.

To take an example: those much-

beloved and protracted business dinners

are not designed primarily as a medium for

business negotiations.

But by fostering a state of harmony and

creating the correct atmosphere, they do

help one successfully conduct business.

If in the course of negotiations you are

confronted with a situation where you could

in some way cause your counterpart to “lose

face," you should refrain from persisting

even if you are clearly in the right You can

expect this demonstration of good will to be

met with grateful recognition, even if none of

those present openly show it

By behaving in this way,you will have by

no means lost influence. On the contrary,

you will have shown that you have taken

to heart the most important rule of conduct:

in a dignified manner, always permit your

counterpart to save face. And by doing so,

you will also further your own interests.

Business in Asia requires patience and

time. But once accepted, you’ll always be

accepted.

Dresdner Bank has been an active and

respected member of the Asian business

scene for many years now, with nearly five

hundred committed professionals - both

western and eastern - serving customers

with their experience and expertise.

Our customers know they can rely on

us to help bring their inter- —
ests into harmony with the Striving for

various Asian markets, each harmony as a

with its own particular local formula for

business customs. competitive

And yet, every day even success,

we still learn something new.

That is how it should be. For, in the

words of a Chinese proverb, continually

striving to secure longterm success is more

important than “quickly plucking a feather

from a passing goose."

O



Sale continues strategy of concentrating on core activities

BTR disposes of US offshoot
By Andrew Bolger divestment of the Newey & L100 emnkivees. vear it and other businesses thronri

COMPANY NEWS: UK

By Andrew Botger

BTR. the industrial conglom-
erate, is selling Summers
Group, a Texas-based electrical

wholesale business, for up to
tl20m <£30.6m) to Willcox &
Gibbs, the US distribution and
manufacturing group.

Mr Alan Jackson, BTR’s
chief executive, said:

HWe are
very pleased to have concluded
this divestment which repre-
sents a further important step
in reducing our involvement in

wholesale distribution.

“It complements our recent

divestment of the Newey &
Eyre electrical distribution

business in the UK and our
stated intention to float the
Graham builders 1

merchant
business in 1994”.

The disposals are in line

with BTR’s strategy of concen-
trating resources on the devel-

opment of its core industrial

manufacturing businesses,
which Mr Jackson has adopted
since be became chief execu-

tive in 1991.

Summers, based In Dallas,

has more than 80 branches in

the southern US and about

1,100 employees. Last year it

had sales of $395m and post-tax

profits of about $6m. Net assets

being sold amount to $66m.

BTR will receive an initial

985m and further profit-related

payments of up to 93SBL
In September BTR agreed to

sail Newey & Eyre Group, a
Birmingham-based electrical

distribution group, for up to

£165m to Hagemeyer, the

Netherlands-based Interna-

tional trading house.
Last month BTR said it

would spin off the Graham
group of builders’ merchants

Appl’d Holographies cuts loss
By Chris Tighe

Applied Holographies, the
USM-quoted producer of holo-
graphic products for security
and packaging uses, yesterday
reported its first operating
profit since it was founded in

1983.

However, losses of £71,209
(£57,033) on CFC AH, a OS joint

venture, resulted in pre-tax
losses of £80,115 for the six
months to end-September.
Losses last time were £622,383.

Turnover was £3.04m

(£2J7m), generating operating

profits of £53,116, compared
with losses of £522.317-

Hoiographic product sales
increased by 54 per amt, but
the manufacture of hot
stamping foils declined by 28
per cent as production was
progressively transferred to

Whiley Foils under a deal
announced in May.
The company said the second

half had opened with a slightly

lower level of holographic base
business, but there were
prospects of a number of

LEGAL NOTICES

potentially significant con-
tracts.

In addition, the new Chicago

facilities of CFC AH were now
virtually completed and should
be in production far the last

quarter.

Mr David Mahany, chairman,

said the company's business
had now bean stabilised.

Its deficit now stood at

£17-3m.

Losses per share were
reduced from 3.1p to <X29p.

The shares dosed 6p lower at

65p.
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and other businesses through a
stock market flotation in the
first half of next year. The flo-

tation is expected to value the

Graham group at about £200m.-

• BTR has won the inaugural

British Quality of Management
Award, sponsored by -Mori, the
market research organisation,

and Stmdridge Park, the corpo-

rate and executive develop-
ment organisation. Mol asked
financial institutions, leaders

of industry and flnarirfai edi-

tors ofnational papers to nomi-
nate companies they, behaved
bad quality management

Melville losses

at £1 .18m
Melville Group, the «rhihitinn

services and interior fitting

company, reported losses

before tax of £l.l8m for the
year ended June 30 1993. Last
time there were losses of

£18-6m, restated in accordance

with FRS3.
The result was after a Ml in

exceptional and provisions
from £12.7m to £930,000. Fol-

lowing the reorganisation and
refinancing in December 1992

the group turned in an operat-

ing profit Of WTIm (£312,000).

Turnover on continuing
operations rose to £75.6m
(£69.7m). Losses per share were
reduced to 3J5p (39.07p).

Hanson
sells US
office arm
for £110m
By Maggie Urty

Hanson, the Anglo-American
conglomerate, announced the
second disposal of a US subsid-

iary in two days yesterday
when it said it had agreed to
sell Hanson Office Products
for £110m. ft follows Monday’s
agreed sale of Axelsou for
£56m.

The business fa the third
largest contract stationer and
forms management company
in the US.

The buyer fa Corporate
Express, aprivate contract sta-

tioner, backed by four
investors, K-Mart, JP Morgan
Investment, Donaldson Lufkin
& Jenrette, and InterWest
Partners.

Hanson said it was a further
part of its drive to teduce
debt following Its $3.2bn
(£2.1bn) acquisition of Quan-
tum Chemical Corporation in

the summer.
Hanson Office Products

made an operating profit in

the year to end-September of
£&3m on sales of £253.7m.
Net book value fa £33m. and

with £86m of goodwill written
off ou acquisition, Hanson will

show an exceptional gain of

about nom on the sale.

Litigation costs put
Rodime $2.14m in red
As foreshadowed at the interim

stage, Rodime, the Glasgow-
based disk drive technology lic-

ensing company, fell fatn the
red for the year to September
30. It blamed increased litiga-

tion spending and lower licen-

sing income.
The pre-tax Loss was 92.14m

(£1.4m) against profits of
$L69m- Losses per share came
out at 1.7 cents, against earn-

ings of (L8 cents.

The company is sHTi in litiga-

tion over patent infringements

with three US disk drive manu-
facturers - Seagate Technol-
ogy, Maxtor and Quantum.
During the year the enmpany
completed agreements with
Samsung Electronics and Sony.
Mr Malcolm Mclver, chair-

man, said that so significant

agreements had been reached
in the second half as other
companies deferred or delayed

negotiations 'untiTthe outcome
of the three cases was known.
Operating income foil from

98.69m to 94.18m.

Bank debts were cut over the
year to 92.7m. The company
has, however, negotiated with
the Bank of Scotland an p*™
increase in its 93m revolving

credit facility.

Mr Mclver said that would
provide sufficient resources to

complete its patent infringe-

ment strategy through litiga-

tion or negotiation.

The company produced the
first 34> inch disk drive in the
early 1980s. It has sinoe ceased
production and is concentrat-

ing an. gaining income from Ho-
wiring- During tho year it com-
pleted the disposal of assets of -

its subsidiaries and the renego-

tiation of some obligations of

its ofEshoots which Rodime had
guaranteed.

TLS in £7.4m purchase
TLS Range, the USM-quoted
vehicle hire company, is

acquiring Auto-Rentals
(Nationwide) from Unigate for

£7.4m, including repayment of
inter-company debt
TLS is also raising £2Jkn net

from a placing and a 1-for-

1.887036 open offer of 125m
shares at 24p. The shares were
unchanged at 26p yesterday.

At completion AT&T Capital
will acquire part of the Auto-

Rentals fleet for £3m, less

advance rentals amounting to

£500.000. Auto-Rentals will

manage this fleet on an operat-

ing lease. The rest of the con-

sideration will be financed by
facilities provided by AT&T
and part of the proceeds of the
rash raising.

For the year to March 31 1998
Auto-Rentals made pre-tax
profits of £640,000 on turnover
of £5.5m.
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Cost cuts Help Readicut

advance 12% to £6.73m
By David Btackwefl

A continuing cost reduction
and investment programme
helped Readicut International

lift interim profits by 12 per
cent in spite of difficult mar-

/r

The household textile, car-

peting and yarn company -

reported pre-tax profits , of
£&73m for the half year to Sep-

tember- 30. compared with a
previous SBJttm. The latest fig-

ure included a currency benefit

of £24000.
Mr Clive Shaw, managing

director, described market con.-.

Aitkin* during the half year. as',

“for from ideal”. .

In the USrecovery was prov-
log sluggish.; continental
Europe was still in recession,

and there were only tabular
signs of recovery in the UE. .

Profits from continuing
operations rose from £8£4m to
£7.39m. Last time’s pre-tax fig-

ure included £517,000 from dis-

continued operations,
reflecting the group’s sale of

.

RusseOs Rubber in February.'

Turnover increased to
£113.4m compared with
£L06.7m last time, when there
Was a Mm contribirtirm from
discontinued operatitms. About
£3Jm of the rise in turnover
reflected currency exchange

.

benefits. r
.

Turnover improved in- all

four divisions. But operating
‘

profits wore down from £L67m
tO £l-5m in thp.flfimighfagK and
household textiles division,

’

reflecting a fall in sales of
car carpeting,: and' from
£2 23m to £I.79m..iii the yarns

1

and fibres division, reflecting
lower aa1a$ to the Middle East

Enlarged

Stratagem
up at £1.2m
Profits of Stratagem rose from
£386,000 to £1.2m pre-tax for
the year to August 3L Hie fig-

ures reflected a period of- stra-

tegic change and development
for the company.
The group has evolved from,

an investment company rote a
group with interests in the
manufacturing, distribution
and service sectors.'

Turnover totalled £10-5m
(oil) and earnings per share
worked through a! 9-5p (2.7p).

A recommended final dividend

of 8.25p makes a same-again
4,75p total

The directors said they were
confident that the various
parts of the enlarged group
would benefit from thp man-
agement and financial changes
which the acquisition of Har-
rison Industries and the recent

£Sm capital raising had facili-

tated.

Nesco
Nesco Investments is selling 70

per cent of Its Nigerian inter-

. V

,
TKWBT HUB*IB1W

Clive Shaw: US recovery sluggish, continental Europe still in

recessioin and only irregular signs of recovery to the US

of fibre making* machinery.
Profits were ahead in all

three of the carpet companies,
which . contributed £2.06m
(£L62m)< The' industrial prod-

ucts
J

and services -division

boosted profits from si-flam to

£2A2m on the back ofa.big rise

at Hoyfaod Fox, which makes
umbrella frames.

The group had continued to

cut costs and invest. It had
shed 79 jobs in.the half year at

a cost of £459,000. Capital

NEWS DiGEST

ests to its.chairman arri man.
aging iBiwitm' and is to concen-
trate on its software: side. The
mrmp jg to be changed *to DCS
GTOim. "

.

It has also aimounrad pre-tax

profits up from £222^13 to
£281,406 for the year to June 30.

The results of its Nigerian off-

shoot were' excluded on the
grounds that tire recent politi-

cal unrest meant that Nesco
hart rtfminiHhart controL
The consideration is S3B0J00Q

cash. Nesco also has an option
to sell ^ha remaining 30 per
cent for £90.000 within five

years.

In the year to May *31 the
Nigeriair company showed a
pre-tax profit of N2.85m
(£56,000). The book value at

Jhne 30 was £B2^17.
The side will realise about

£115.000 for working capitaL

Turnover for the year was
£555m, against -£5£lm, which
included £425,000 from the
Nigerian side. Earnings per
share were 2£2p (2.45p).

Albert Fisher
Mr Stephen Walls was paid
£358,000, including pension
contributions, in bis first year
as, executive chairman of
Albert Fisher, the food process-

ing and ijixlril^iitlnn gpjM 1!*

expenditure was £6-8m, com-
pared with depreciation at

£4.4m..

-Net interest payable foil by
just over 50 per cent to £665,000

(£U5m). Net borrowings were
£l«n at the end of September,

giving gearing of 18 per cent

The comparable figures last

time were £2&3m and 33 per
cent respectively.

Earnings per share rose from .

2.i2p to 2J36p. The interim divi-^

dead is maintained at 0JS3p.

That compares with the
£284,000 received the previous

year by his predecessor, Mr
Tony Millar, who resigned last

July after a sharp felt in the

group's share price and a prof-

its -warning.

Mr Millar, who built the
group rapidly by acquisition

during the 19806, received com-
pensation Of £852,000.

Mfnmet
Minmei is seeking to raise

IE720.000 (£685,000) through a
placing andjofier to sharehold-

ers and to float off Connary
Minerals.

The company Is raising
IE370.000 net through the plac-

ing of 10m shares at4p. Up to

I£350,000 is being raised
through a l-for-10 offer to

shareholders.

Connary fa no longer seen as

having a future with the group
as it erpantte as an environ-

meaital resources group- It fa

intended to give shareholders

shares in Connary. Minmet
intends to retain an interest

and share directors.

Minmet also announced a
pre-tax loss for the three £
months to September 30 of v
1290391 having shown a profit

of 12129,364 in the six months
to June 30.

Aberforth Split

Level Trust pic
(Incorporated in Scotland under the CompaniesAct J9SS

with registered number 130668

)

Offer for Subscription

of up to

53,000,000 “C” Shares of £1 each

at lOOp per share

(payable in full on application)

sponsored by

James Capel & Co. Limited

Aberforth Split Level Trust pic is an investment trust the investment
objective of which is to invest in small UK quoted companies.

James Cape) & Co. Limited has received irrevocable undertakings
to apply for in aggregate 47,500.000 “C” Shares all of which
applications win be accepted in full. The balance ofthe Offer will be
available far subscription by existing shareholders and the public.
Applications should be received by not later than 10.00 a.m.on 15th
December 1993. .

Copies of the Listing Particulars and Application Forms can be
obtained during norma) business hours on any weekday (excluding
Saturdays) up to and including 15th December. 1993 from any of the
following:

James Capel &Co. Limited

Thames Exchange
10 Qnecn Street Place

London EC4R IBL

James Capel & Co. Limited
2F Capital House
Festival Square

Edinburgh EH395U
Aberforth Partners

.

14 Mdvillc Street

Edinburgh EHJ7N5
In addition, copies of the Listing Particulars can be obtained, by
collection only, for two business days from the date of this notice
from the Company Ammonentente Office, the London Stock
Exdiangc. London Stock Exchange Tower. Capel Court. London
EC2.

*** Cl?,rf* Co. Umart trd mcrhrrifTVSrouUei ami fmm Aintorm Lhmtr4
wdaf+r Lemtr* Star*

24th November, 19*3



Reviewing the
performance of one
ofHie world’s leading

9ank groups
|W National Australia Bank Group is p«he National is the largest banking | Key Financial Performance Ratios

X ll an internationally diversified X group in Australasia with total
1. Earnings per share: increased by 29%

regional banking, entity. On Thursday

November 18 the National reported a

33% increase in Group operating profit

to $1,070.1 million (after goodwill and

before abnormal item) for the year to

30 September 1993.

T
he National Australia Bank was

formed in 1981 from the merger of

National Bank of Australasia and

Commercial Banking Co. of Sydney.

assets of $117 billion. The following are

the key facts underlying the National’s

performance.

Profits Over 5 years

(after tax and goodwill)

4T- .

: »/v /*"

.'

'frK'ri-i

V.Tr#'
'uV'i it

| ince the merger the National has

Iembarked - on an expansion

tegy to increase shareholders’ value

diversifying its income streams and

>stantially increasing the depth of

customer base. This strategy has

used on acquiring quality regional

nks With substantial franchises

erating in jurisdictions which have

siness and banking practices similar

Australia. Five key markets have been

infilled: Australia, New Zealand, U.K,

land and U.S.

Clydesdale, Northern Bank and

^National Irish Bank were

iquired in 1987. Yorkshire was

iquired in 1990. Bank of New Zealand

as acquired in 1992.

p l ; CfcT

Hi
cm*

life

1989 1990 1991 1992 1993

Assets & Revenue

Assets - 1993

Eure

30%
> .

Australia

31%

: -
'

•

New Zealand

15%

fj
Other 5%

Revenue - 1993

Euro]

31%

Australia

52%
w-

.

New Zealand

13%

LJ
Other 4%

2 . Return on Equity: 12.5%

3 . Tier 1 Capital Position: 7.7%

4. Cost/Income Ratio: 55.8%*

(* before restructuring costs)

5. Dividend Yield: 4.0%

Performance of Ordinary Shares

16,000

14.000 -

12.000

10,000

8,000

6,000

4.000

2.000

__ National Shares

*» AustraliaAH Ords

^ ^ 9/89 mi M2. ^3

Comments from Mr D.R. Argus

Managing Director and Cme: nxecuiive •

“The 13% increase in

underlying profit (profit

before tax and provisions)

to $2,485 million, and

increasing diversification of income

streams outside of Australia, was a

direct outcome of strategic initiatives

undertaken to broaden the Group's

retail and business banking base."

^National
Australia Bank

Motion*kish^Bank

Clydesdale Bank ^ Yorkshire Bank

3 MORTHERN BANK 1IBSS9
© National Australia Bank Limned 1 333 JWTNCM 2986



COMMODITIES AND AGRICULTURE

Back to square one for Opec
By Robert Candna in Vienna

The Organisation of Petroleum Exporting
Countries last night conceded that it

would have to go back to square one in Its

quest to end the decline in oil prices.
fn a speech which will mid to pressure

on the oil ministers meeting in Vienna to
make cuts in the present production ceil-

ing of 34-52m barrels a day, Mr Jean Ping,
the energy minister of Gabon and Opec

president, gave a gloom? assessment of
market conditions.

He noted that the price of the Opec
basket of six crude oils was $14.70 yester-

day, the level before Opec’s September
meeting in Geneva at which it set the
celling in an effort push prices closer to

the Opec target of $21 a barrel.

That ceiling has been largely observed,
according Mr Ping, with output In Octo-
ber of 2-L85m b/d. The hoik of the over-

production occurred in Iraq, which is

barred from exporting by United Nations

sanctions. Ministers wOl focus over the
next few days on possible further produc-

tion cats. Analysts say it could taka at

least a 3 per emit immediate redaction in

the ceding to counter bearish market psy-
chology, especially as Opec calls for pro-

ducers outside the organisation to curt)

their output are unlikely to lead to any
short term relief.

Full in-tray greets Norwegian minister
Karen Fossli on the challenging questions facing Jens Stoltenberg

M r Jena Stoltenberg, domestic oil companies. The oil He recently travelled there production is natural gas - an
34, Norway’s new oil industry has expressed strong and signed a memorandum of gas is an environmental!
industry minister, disapproval of the plans, say- understanding to establish an friendly replacement to othiM r Jens Stoltenberg,

34, Norway’s new oil

industry minister,
faces a busy opening period In

his four-year term of office. Oil

companies have no less then 25

field development plans on the

drawing board, for 15 of which
they intend to lodge develop-
ment anH operation plans this

year and next.

According to the Norwegian
Oil Review - a domestic trade

journal published by Mr Hans
Henrik Ramm, a former Con-
servative government state

secretary - development con-
cepts for 25 oil and gas fields

are being evaluated by oil com-
panies with oil fields contain-
ing recoverable reserves of
between 2m tonnes and 70m
tonnes and gas fields ranging
from 3bn to lObn cubic metres.

A recent report warned that

precious few of these fields

would be profitable under Nor-
way's current tax regime if

they used conventional tech-

nology and oil prices remained
low.

The government recently dis-

closed that it was drafting
changes to the petroleum tax

regime that could increase the

financial burden of foreign and

domestic oil companies. The oil

industry has expressed strong
disapproval of the plans, say-

ing they would have a negative

impact on the industry and
damage the governments cred-

ibility. Oil companies point out

that investment decisions have
already been made in the
expectation that the 19S2

reforms of the fiscal regime
would prevail for longer than
one year.

Last year’s reforms created a
loophole for foreign ofi compa-
nies, allowing them to repatri-

ate funds to parent companies
at considerable loss of revenue
- several hundred million kro-

ner annually - to state coffers.

Mr Stoltenberg does not fore-

see other major changes to oil

industry policy during his term
but says emphasis is likely to

shift to gas from oil.
uWe have to develop our

land-based industries to be
competitive without them
being dependent on oil revenue
to provide state subsidies,” he
says.

One of Mr Stoltenberg’s first

achievements as minister was
to forge closer ties with the

former Soviet state of Kazakh-
stan.

He recently travelled there

and signed a memorandum of

understanding to establish an
energy forum. He also prom-

ised five educational scholar-

ships to Kavakhs under Nor-
way's Petrad programme,
which aims to enhance the
expertise of the participants in

the fields of petroleum man-
agement and administration.

A former state secretary of
environment anti an environ-

mental activist in his youth,

Mr Stoltenberg does not
believe he should be forced to

choose between petroleum and
the environment.
The moment you choose,

you lose,” he says. The mes-
sage of the Brondtland Com-
mission's report to the United
Nations on the environment is

sustainable development, and
this is what we intend to

accomplish but not at the
expense of the environment”
Mr Stoltenberg concedes that

In the lang-tenn. Norway's pro-

duction policy could be open
for discussion. "How much oil

should we really be faking out
of the North Sea?” he asks.

"Environmentally speaking,

it’s easy to defend our deple-

tion policy because part of our

Caribbean sugar producers seek compensation
By Canute James ki Kingston

Caribbean sugar producers are

seeking compensation from the
European Union for losses

which they say they will incur

because of a European Com-
mission proposal that the HU’S

existing sugar regime be
extended for two years to June,

1995. The Sugar Association of

the Caribbean, a producers'
lobby, said this week that the
region’s exports, and these of

others in the African. Carib-

bean and Pacific group, which

has a trade treaty with the EU,
would be “damaged'’ by the

two-year postponement of the

sugar marketing protocol.

Producers should be compen-
sated through the sugar proto-

col, in the way that Ell’s beet

sugar producers are compen-

sated for declines in their

income, the association said.

AGP producers have a guar-

anteed market for L3m tonnes
(raw value) per year, with their

earnings linked to the inter-

vention price paid by the EU to

its domestic sugar producers.

Zinc prices

forecast to

rise sharply
By Kenneth Gooding,
Mhwig Correspondent

Efforts being made by
European tine producers to co-

ordinate capacity cuts would
result in one or two smelters
closing by the end of next year
and this -would almost cer-

tainly cause a fast
, price rise to

about GO cents a tb, more than
one third above today's level,

according to Mr Jean-Pierre

production is natural gas - and
gas is an environmentally
friendly replacement to other

fuels.”

Norway’s natural gas supply

to Europe is the most concrete

and important contribution the

country can make to sustain-

able development, he says. “It's

good business and it's our way
of helping to reduce Europe's
harmful emissions.”

Norway has about 40 years

of crude oil production left at

current levels and 80 years of

gas at a rate of 60bn cu m
annually - more than twice
the current rate - which is

expected to be achieved by the

turn of the century. “We’re not
just pumping 08 and consum-
ing it. . . we are investing in

Norway’s future with petro-

leum revenue in a responsible

way. Norway is nearly debt
free and by 1994 it is possible

we will succeed in further
reducing our foreign debt,

thanks to petroleum revenue."

In true social democratic
style, Mr Stoltenberg argues
that “it's not a question of eat-

ing up Norway’s petroleum oil

wealth, but more an issue of

distribution of wealth to the

benefit of society”.

0b at Monday's cka4
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Scottish farm1 union challenges

cereals overshoot

Rodier, chairman of Union
Mlntere, the Belgian group that

is the world's biggest zinc pro-
ducer.

He was speaking at a sympo-
sium organised by the migian
Non-Ferrous Metals Federation
where another speaker, Mr
Philip Crowson, chief econo-
mist at the RTZ Corporation,

the world's biggest mining
company, was highly critical of

the so-called *far» «ni»Wi»r "shut
down" proposals.

European producers decided

early this month to press
ahead rapidly with the scheme,
which syhnc to eliminate sub-

stantial over-capacity by the
permanent closure of one or

two smelters, the cost of which
would be paid for by the indus-

try as a whole.

Mr Crowson hit out against
the scheme by suggesting:
“Agreements to close down
European smelters, always
flggnrntwg aTry are

will have but a limited impact
if they are not accompanied by
a standstill on offsetting

investments elsewhere.

Mr Rodier agreed that mar-
ket forces would eventually

curb overcapacity, but that

would take time and have bru-

tal social consequences. "And
it might not be the worst ”nr
smelters that close - just those
where the shareholders are fed

up with Investing in zinc."

By Alteon MaHand
in Edinburgh

LEADERS OF Scotland's-

farmers are to press the -UK
government in London today,

to 'fight penalties imposed on
them by the European- Com-
mission for apparently exceed-

ing their cerealproductiott cell-'

infr ..

The House of Commons Is

also holding -an adjournment
debate to discuss the penalties,

which tbs National Fanners'

Union of Scotland says will,

cost Scottish agriculture fata.-
The NFU accuses the com-

mission of “blatant £gcrbnin&- J

tidn" for offering a .scheme to

allow -a gradual phasing in of

'

penalties against fanners in
.

eastern Germany who appar-

ently overshot thiefr production

Hunt, but failing to offer a com-
parable solution to Scottish

farmers.

The problem has arisen from
a discrepancy between, the
“base area” used by the UK
government to calculate what
Scotland's cereal production
should be under the European
Union’s reformed common
agricultural policy, and the
actual arable area for which
farmers have dafaiwi coipp™-

.

sation from Brussels for cuts In

support prices.

Because tha farmers’ claims

have exceeded tite base area by
- 5.4 per cent, Brussels is redne-

tag their condensation pay-
-meats by the. equivalent

.

SLSm - this year.

It Js also, requiring them to
sot aside an extra 5.4 per cent
.of their ^ cereal-growing land,

next >ear withflUt-any compen-- *

satto&foadditionto the 15 per

cent set-aside for which 'they,

'are paid - under ..the .
CAP

reforms. -

.

The Scottish NFU says the

lose area,wm calculated using

unreliable census figures from.
-

ipKMfi and -that the fanners'
claims, worked out wyfrrg maps'
emit 'piw^^ TnwriaTrpmOTits of'

land, are for more accurate.

“Farmers have taken a great:

deal of care whan suing these
forms M because their Uvehr .'

hoods depend on it,” said Mr

.

Tom Brady, deputy~dne£ exec-

utive.

“AH the evidence we have
suggests there hasn’t been an
overshoot at alL"

He pointed out that tire Scot-

. tish Office had found statistical

errors in its census figures that

had. already forced fi to ask
Brussels to reduce the appar-

ent overshoot from 16 per cent

to .5-4 per cent.

The farmers feel .the penal-

ties are particularly unfair
given the estimated.20 per cent

fall in this -year's Scottish

cereal output to about 2.3m
' ttmnes, -due both “to set-aside

and to bad weaifaer at harvest

ft™-.' “Common sense bas been

stood on its head,” said Mr
Brady. “Scotland has made the

biggest percentage contribu-

tion to reducing cereals' over-

supply fa Europe, but still we

are the only area of Europe to

have substantial increases in

set-aside announced."

The NFU wants the-Scottish

"overshoot” to be balanced
against -a shortfall in' eOfflpeh-

jjntifiTi rlnrma by TforglKh Cereal

farmers to give an overall UK
figure. In line with target out-

pot
But the Scottish Office,

which points, out that farm

incomes have ,
been boosted

thin year by. the devaluation of

storting; ia standing by its fig*

rues. “Tbe&A per cent over-

shoot is being confirmed by
provisional census returns
coming-in now," said an offi-

cial.
•

Mr David Douglas, agricul-

tural manager for Clydesdale

Bank, expressed concern about

the tmparf; of the penalties on
farm profits. He added: “If this

. does come off, a lot of people

will start to question whether
they continue with set-aside or
go badt to fanning without

subsidies. It starts to defeat the

object of the whole exercise."

Platinum metals fall in ‘overreaction’

By Richard Mooney

Sharp falls in prices for sister
wiefenU platinum and palladimn

yesterday afternoon were a
“wild overreaction" to an
atinnunwimfint of. a new motor
emission control system,
according to Ms Rhana O'Con-
nell, analyst at stockbroker T.

Hoare and Company.
The January platinum

futures price fell by 2.3 per
Cent arid tha paUadinm Ttecwm-

ber price by 175 per cental the
New York Mercantile
Exchange after Engelhard Cor-

poration said It had developed
technology that trapped hydro-

carbon emissions during the

first two minutes of vehicle

operation that a catalytic con-

verter took to become acti-

vated.

Ms O’Connell suggested this

might result in
.
an add-on to

conventional gmiswinn control

systems but did not appear to

threaten the autocatalyst mar-
kets for the two metals.

Mr Gordon. Bassett; general

manager for precious metals
marketing at Johnson Matthey
North America, agreed. ThSa
is not something that would
effect palladium or platinum
use," he told the Reuter news
agency. And an Engelhard rep-

resentative confirmed the

company’s hydrocarbon trap

would be used in addition to,

rather than in place of, tradi-

tional catalytic .
converters

usiUa Tiiflrtnnm group metals^

.. Brices for both metal recov^
ered somewhat near the dose.

In late trading, Nymex’s Janu-
ary. -platinum position was
quoted .JL90 off

.
the day’s low

at 2374 a troy ounce, stiff $&90
down on the day, while Decem-
ber palladium had edged, up by
50 cents to gi26 an ounce,

down *3.06. -
'

“Platinum was looking
pretty weak on fundamental
grounds Irrespectively," Mr
Gearge.kHllinjgStantey, analyst

at Lehman Brothers, told

Reuter.

COMMODITIES PRICES

BASE METALS
LONDON METAL EXCHANGE
(Prims tram Amalgamated Metal Tracing)

ALUMINIUM, 98.T PURITY (S per tome)

Precious Metals continued
GOLD COMEX (10D Tray ce.; S/tmy «.)

GRAINS AND OIL SEEDS
WHEAT LCE (E par tonne)

SOFTS
COCOA LCE (Otorra)

MEAT AND LIVESTOCK
LIVECATTLECME (4Q.OOCtb« centetari

Cash 3 mttui

Oce 1055-6 1076-7

Prauioua 10505-1 1072-3

(flghftow 109Q71065

AM Orfioal 1057-6 1078-89
Kerb ck>38 1065-6

Opan fan. 262.542

Total dally turnover 45971

ALUMMUM ALLOY ($ pur tom)

Ck»e 938-5 957-8

Previous 931-4 955-7

Hghrtcw 960/957

AM Official 936-7 958-00

Ketta dose 955-8

Open bn. 2.560

Total dally turnover 205

LEAD (5 per tonne)

Ckno 402-3 4155-6
Previous 400-1 4135-4
Hgh/low 416/414
AM Official 400-09 414-45
Keiti dose 4145-5
Open fan 2S940
Total doty turnover 3.740

NICKEL IS par torme)

Close 4700-5 4760-5

Previous 4630-700 4755-60

H^i/low 461 Of4005 4815/4755
AM Official 4700-5 4785-70
Kerb dose 4750-60
Open rt 47.140

Total dtriy twmver 10.924

TIN (S per tome)

Dose 4806-15 4660-5

Provioua 4610-5 4680-70

Htgfvlow 4690/4620
AM Officiri 4815-20 4665-70

Kerb close 462030
Open ntt. 14938
Total daily turnover 3.712

ZINC, apactel high {pads (S per tonne)

Ocso 920-1 938-9
Prevtoua 923-4 940-1

Higtviciw 941/9355
AM Official 919-95 937-75
K<?tSj ckrao 935-55
Open ua. 78,232
Total doriy tumovur 9J20

COPPER, grade A (5 per torme)

Close 1635.5-6 1658-8.5

Previous 16439-45 1667-8

High,tow 1640.5 1667/1651

AM Officlri 1640-05 16635-4
Kelt) dose 1651-2

Open mt 201.062
ToUl daily turnover 32.280

LME AM Official C/S retee 1.4772

Salt

grin
Oaf*
ctangi Mgb

Opm
KM tot VoL

Srit Bay's

grin dwaga tari tea
0PM
M M

MB
pin i

an
HI*

OpM
Lot tot- W

sen Dpr* • toao
pica dungs Hgri Low tot JM -

Hm 3773 •13 - - - Nov 10020 4kSO 9050 BB3S 17 37 OW 988 -23 981 902 14,084 291 Dae 72225 0276 7X400 7X775 20/014 4.799

Ok 3773 -12 3704 3755 03248 26,727 Jffi 10030 - 10025 9925 1244 73 Mar 10(3 -SB 1035 1007 40442 5275 M 7322S 0250 74.126 73200 22230 3.425

Jk 3704 -1-1 3705 3765 35201 10299 tear 101JO -005 101J0 10155 1273 188 tar 10(5 -19 1028 1009 16250 SJ05 75275 0250 TOES 75200 14215 070

Mi 3704 -1.1 3003 *3772 0893 382 tar 1D3JB0 -025 10325 10325 1283 8 JM 1014 -19 1023 1010 0241 132 Am 70000 0225 73200 75200 1128* 1418

A* 3813 -1.1 3822 3709 17872 791 JM loom - - - 88 - am 1013 -18 1019 1011 *814 80 tag 71JDS 0200 72250 71250 4201 337

Jh
Total

3832 -1.1 3842 3812 5285 7
156,747 30871

am
Tetri

9075 - - 04
1008 308

Dec

TOM
986 -13 1005 090 12203 234

148JI36 *710
Oct

TOtal

72200 0300 72350 72150 1/406 122

76433 11,178

platdwm NYMEX (50 Troy oz.; Wtnay m) WlffiATcar ftOOObu min: osrtsWab DuahOT COCOA CSCE (10 tonnes: S/tamaa) UVE HOPS CME (MQOOtos; ewiWIbaj

3632 - - - 12 1 DOC 355/0 -1/4 358/4 354/0100^25 23455 Dm 1215 -29 1238 1212 2,164 5 DM 40275 0425 45J75 45250 6.709 2442
- - - - - • tear 353® +MI 3&4A 351/4141,175 26,150 Mm 1242 -23 1248 1231 43,772 30 Ml 47.180 0775 47400 47.100 9262 1252

374.1 -08 3792 3721 12833 1278 w 3372) +4M 337/4 335/4 24270 1485 tar 1280 04 1284 1250 12468 2 Ha
.

47,375 0600 47460 47400 3463 993

3752 02 3812 3742 3271 280 Jot 328/4 +4H 3277* 325/4 36.620 1.845 Jri 1278 03 1282 1270 M17 1451 Jon 52-660 0550 53475 62400 2418 177

376.7 02 3212 3782 1.480 120 Ssp 329/4 +4W 3900 3200 14« 5 Sap 1288 -21 1285 1284 6490 724 Jri 52.090 0350 62450 81450 544 47

3782 02 37B.0 3702 12 1 Dac 33881 +1/0 338/0 337/0 2283 5 Dec 1293 -18 1292 1285 0*67 810 tag MROn 0250 51400 60700 SIS 29

17JM 1458 Total 298460 01255 ToCri 98,228 0320 Total 20,191 5467

PALLADIUM NYMEX (TOO Troy az.: S/troy az)

DM ‘12540 -025 12750 12950 1271 173 DM 277/6

tar 12550 325 12750 12540 2493 121 Iter 2850
Jm 12425 -3.46 125.75 12540 567 45 tay 298/2

Sm 12325 -3.45 • - 8 - Jri 287/2

Dm 12225 -045 - - 1 1 6*9 272/2

Tow 4546 339 Dee 257/2

SU.VEHCOMEX (100 TToy oz.; Vtroy oz.) Total

Ha* 4654 -11 - - . 78
BARLEY LC

Dm 4094 •34 4685 4624 42400 14,488 Hw 10440
JM 487.6 -35 - - 43 3 JM 10440

Par 4704 -34 4734 (875 34,423 9,104 Mar 10540

tay 4734 -34 4774 4714 7497 147 tay 1D7J75

Jri 4794 -34 4004 4734 0933 229 tep 8325
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6 277» -«4 mi* 27770 439,735 150*00
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I 296/2 402 286* 2S7MM8J2S 31.875

287/2 - 287* 286*209^20 21345
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ENERGY
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CRU06 08, PE (S/banri>
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Total 123,148 28JH2
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am 95.00 10
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Jri 1217 2 1271 1217 358 90
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JM 681/8 +2/2 6*3/6 077/2860110133*70

Mar 087/2 +an B89ft) 682/4161410 31405
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Jri 690ft) +3/4 991/6 884/4 110480 12585

tag 888/4 +4/8 987/0 880/4 16.120 1 430
tag

Total

690ft) +4/4 891/0 955/4 12465 980
2T75BB 13400

SOYABEAN OB- CET WOJWOtaa: cantata)

Dee 2036 -001 2045 2010 1*9*5 8270
Jm 2044 - 2851 2014 22.424 6JZ47

Mar 2043 -0JJ1 2061 2014 21506 2787
K>y a24 -am 202a 2sjb 10519 1,035

M 2004 *007 2006 25.73 7,158 1,413

tag 2550 +096 2057 2049 2506 162
Tata! 88JKB tOjnO

SOYABEAN MEAL CUT (100 tons: S/ton)

Trip H48B 2984

OOFTEE *0*0806 (37,500fcs;pflnta*M)

DSC 7095 +1.78 7015 7495 1,788 44

tear 7070 +195 7990 7790 35.133 130

Map 80S +05 8050 7995 0452
Jsl 8195 +1.46 81.70 0095 1599 453

Sgp 8290 +U0 - 581 31

Dae 65JM +150 8450 8450 317 11

Total 45JH7 9959

OOH-EE PCO) QJS caota/pound) -

tan. 22 Prica Pisa, dap

Oaaap. data TUB 7074

15 day average 69.72 6066

No7 PREMBJM HAW SUOAR LCE (ccnta/lbnl

Mar 1043 -006 1050 1044 1JH2 02

Mar 1070 -004 1074 1074 602 10
Jri 1095 -Oil 1192 1095 2JB3 18

Od 1078 45
Tats 49R 90

WHITE 8UQAR ICgg/tomo)

latest Day*
pries dasga MgB

DM 2095 -01 2007 2074 22522 7420 Mar 27750 +040 27750 27550 85*8 506

Jm 2054 +02 2001 2044 24,806 0901 tay 27050 -1.40 27840 277.10 1518 96

tar 204.7 +05 2002 2D44 17521 3.677 tag 282.40 -0.70 28250 281.90 1570 14

tar 204.1 +07 2045 2032 8400 957 Dd 27000 -050 Z7IL3D 27000 1487 4

Jri 2044 +07 2045 2034 8424 953 Dm 20380 - 77 0

Agg 2034 +09 2035 2025 1396 40 ROT 27140 - 15 0

Total 84487 21453 ratal 10219 OM
POTATOES LCE gftonne)

LME Oaring C/S rota 19834 _____

Spot 1.4810 1 mat 1.4739 6 mts 1.4684 9 mtnx 1.4638

HIGH QHADE COPPER (COMEX)

DW» 0P»
One ctaoge tali tar tat H

Mow 74.10 4LU 7410 7410 -k» 60

Dec 74.00 -040 74 40 7190 224M 4.147

Jm 7425 •055 7440 74 40 1482 7

FM 7455 03) - 3
Mar 7445 025 7525 7460 24463 3,715

OT
Total

75.10 020 - 356

66.799

4

8447

OK 5040 78 51.90 50.60 39L529 17473 Par 1024 20 -

JM 51.45 -83 57.70 5125 61470 17.029 tar 884 -24 904 884 1426 43

Fob 5145 -79 5245 51.70 24408 2JKJ0 tay 1044 388 -

Mar 51.20 -84 5i40 51.10 17409 14&0 Jn 1254 2 -

tar 50.70 -54 51.40 5070 9461 1215 ten 834 • -

tay
Total

5000 -49 5070 5040 10285 2409
183481 43,713

Her
Total

1054
13*4 43

0A8 OIL PE (SAnri FRBQHT [BJFFBQ LCE (SIQ/todox potoQ

SUOAR It1 CSCE (TiajMOtos; canmflw)

War 1010 -OOB 1028 1015 50129 1527
tag 1035 -0.10 1047 1035 18590 850

Jtf 1043 -012 1059 1042 13991 195

Oct 1037 -009 1048 1037 11,197 318

tear 1037 -OOS - 289
Hap ... -

Tttal 94J018 7509

COTTON NVCE (SOJWOba; csrria/Mii)

PRECIOUS METALS
LONDON BULLION MARKET

(Pnceg Cuppfod by N M
Gold (Troy Oil S price E eqdv.

ClOW 378.00-37050

Ooerung 377.30-377.70

Momuig tbs 370.05 255060
Afternoon r« 377.60 25S 359

Dap’s High 378.10-37890

Day’s Lour 375.75-37625

Prevuxo da» 378.75-37325

Loco Un Mean Odd Landng Rates U35
1 raid 2.70 B mortifs A72
? monms 2.71 12 monM 2.74

3 months __.,2.7T

tangs Wgh Low M Yd

Oac 16525 -200 16800 16590 38591 3,113

Jss 16390 -200 I682S 18150 29298 5933
Fsri 102.50 -200 105.00 16290 15530 1529
Mar 16190 -150 16390 18150 10505 426

Apr 15025 -125 18190 1992S 4284 325

Map 158.75 -ITS 16190 15875 2.720 110

Total 111948 13919

NATURAL GAS HfUEX (1O000 iwbBSl; S/nan6teJ

Of 1270 +3 1270 1288 294 _ Dm 61.18 +027 6170 0083 34*6 4JI75

DM 1265 +13 1285 136 172 10 tar 6249 +006 63.15 62.11 19436 13.154

JM 1268 +4 1275 1256 1.159 15 tay n.yi +005 64.10 63.10 0722 1413

Nte 1273 +12 1295 1279 566 90 Jri WJ3S +049 9445 U45 4437 899

Jri 1151 . 227 60 Oct 6345 -007 8119 6346 545 97

Od
Total

1325 - 1»
2JB3 Iffi

Dm
Total

83.10 -015 6325 6240 4J)32 522
37,42810330

latest Day's

E eqriv.
pica cOToga Hod Low tat M

Jm 2480 -0038 2.425 £395 ZJ.M4 10149M 2420 -0.024 2-260 £205 12488 3404

Mar 2.130 -0423 2.100 £120 10417 1481

255 359 tar 2085 -0424 2115 2065 91430 879

Itay 2450 -0418 2.115 £090 0.910 1431

JM
Total

2.090 OOlfl 2.113 £090 0958 493

110464 274*8

ORANGE JUICE NYSE p5JM0ba; oamaflba)

Jan 10595 -2.10 10690 10590 (0930 2.027

tar 10790 -025 11075 107JO 5,127 1925
tap 11095 -245 11X73 11006 1JE6 28

JN 111.75 4.75 11290 11190 501 19

Sap 112.78 -296 - - 649 -

Nsv 11075 -295 11490 11490 111 1

Total ffJN 3,100

Savor Fh pjTrOy oz. US ets eqmu. Dac
Spot 31080 46025 Jm
3 motion 32080 47140 M
6 moulds 32/L55 47S.4S NOT
1 year 332JS 48425

tar

Goto Coins 5 price £ equtv. May
Krugerrand 379-382 256-2S9 Total

Majjki Loaf 367.6S

Now Sovereign 88-91 58-62

UNLEADED GASOUNE
I1YNEX (42,000 US griU; tU8 jptej

Latest Daps Open

pries rfttaga Mgri lam M M
Dec 04475 -0088 0.4600 04485 31,180 12976

Jan 04800 - 0086 04710 04500 45954 11499

U 04720 -9076 OMlO 04705 10999 1909

Mm 04830 -9080 0.4920 04815 12930 965

Igr 05170 -9065 05255 05170 10.111 81

Map 05265 -0050 05355 05260 (0,331 2J17
Tetri 133,138 38972

Etaupean free nvarKot, tram Metri EOtaOn, $
par It fay werehouoe. unless otharwfaM statad

fast week’s In brackets, where changed). Anti-

menp: 59.6%. S per tome, 1^00-1^0 (1980-

144Q. Btanwrihi min. 9949%. tonne kits 240-
290 Cedmfian: n*L 999%. 03SC40 (040-

46L Cobalt MB free market. 994%, 11.10-

11.50; 999%. 10.30-10.70. Mercury: min.

89.99%. S per 78 b task. 85«0 (90-108).

Maiybdsuam: dunned ntaybde eridp, 290-
2.7a Satenkan: mm 999%, A2S-5.15 (495-

5J5). Tungsten orr standard (Mn. 65%. $ pw
tonne init (10kg) WQ, ©f. 27-39. V«M<tant;
mfri. 98%, ctf. 195-1.45. UmduiR Nuemo
SKCftange value, 690.

INDICES
M IgUTBBfi (Bees; 1879/31 » 100)

Nov 23 Nov 22 month ago yarn ago
18219 16299 15859 1664.4

CHB(Bra«:*a/5fe10a)

Nov 22 Nov 19 monBi ego pear ago
223.71 22349 202.75

’We* V-JSfe

PORK BSXJE8 CME (4QJXXWM; centa/fcn}

Fab 54JB0 2000 55700 54450 6JHD 3JM7
Her 54JM0 2400 55550 54400 809 144

Ksy 84975 2400 50450 64975 GDI 118

M 54.750 2400 66900 64750 792 83
tag 54.100 2400 - 54.100 202 20M
Talri 8974 3488

LONDON TRADED OPTIONS
Mrihe price • tome — Cafts— —Pula—

(907%) LME Jan Apr Jan Apr

1025 ._. 44 78 11 18
1060 28 81 20 23
1078

COPPER
17 46 34 33

gaadsAllME Jen ta* Jen for

1625 41 7

7

23 36
1950 28 S3 35 47
1875 18 51 50 58

COHCELCE Jan Mar Jan Mar

1200 -. _ 90 106 14 61

1250 57 81 31 88
1300 32 02 56 117

COCOA LCE Mar tay Mar May

925 - 109 121 21 31

950 81 105 28 40
975 78 81 38 61

BRENT CRUDEm Jan Fab Jan Fab

1600 42 . _ 68
1850 22 46 60 -

1700 „ 11 28 - -

LONDON SPOT MARKETS
CRUDE OB- R» (per barreVJai) +0+-

Dubal SI3-70-394 -415
Brent Bland {driaet S1&23-54S -0.19

Brent Blend (Jan} *1348-440 -029
W.TJ. {1pm eel) Sl6.73-6.7aE -965

OIL PRODUCTS NWEprompt tteTmey C8= Santa)

Premium Gssoane SI 87-169 -1

Gas 01 *171-172 -1

Heavy Fuat 0« *6041 +09
NgMe SI50-1 63 -05
Jet Hud *188-188 -2

fWohnApatanM
OTHER

Odd (pa- troy oatf *37025 -2.75

Skver (per nop oqf 4649c -74
Platinum (per trap oz) *37590 -196
PnflBdhMi (per troy eoj SI2028 -1.75

Capper (US prod) 709c
Lead (US prod) 32.76a

Tin pturis Lumpur) N/A
Tki (New York) 21390c -2JS0

zme (us Prims WJ Unq

Cattle pw weigtot llB96p +U46*
Sheep {he wriohpt^ 8843p +1.17*

Pigs (Due wright) 69.77p -041*

tim. day auger (mw) S25BL20 - -290
Lnn. day sugar (wts) S2889D -090
Tata 6 Lyte taport £28690 - -340

Barisp (Eng. leed) Uta .

Mrize (US No3 Yetaw)
. £123.0

Wheat (US Dark Nortf^ £1754

OuBber (Detflf 60JSp ^025
Rjfaber tMV aasflp -02s
Rubber (KLRSSNol JU) 2084m
Coconut 08 (PUDS S480(R
PHm OS (Matey S3829
Copra (Phfl)§

.

$3174
Soyabeane (US) £2034x -24
Cotton 'A' Index 5543c
Woottop* (84a Super) 350p

Cpar Hen* utasa oitatwteaM p pmafeg, c cantata,
r taatftfUn. m Itetaatai centers, y JriwSap. z Ana v
SfpJQci. u July, t DacUsa X NMOse. V London frywri
S Of tanrden. f BuBan meritat dose. 4 GhMP Oha
wridM prie+ri- • (Swig* on «wk, pnjvMwri prfce*.

No.8,314 Set by ADAMANT

ACROSS
l Arrive back bearing relief for

Morecambe, possihly (8)

6 Make a great pash to the Hm*
- what a scoop! (8)

9 Fish to be thrown outside as

past the seU-by date (8)

10 Trip taken as orgy breaks out

(6)
12 Put a stop on American

mousy onder (5)
13 Food and drink, thanks, out-

side the joint (9)

14 £51 converted into cash
15 A report on arms, duhoiustiy

obtained (7)

19 The summit of Bretton
Woods, perhaps? (7)

21 A testing time for the gold

trade (G)

23 One who keeps an eye on
“The World -at ffight" (9)

25 Came back on August Bank
Holiday with same fertiliser

(5)

26 The bad feeling of having
wasted time around New
York®

27 He violates half a dozen in
less temperate surroundings
(8)

28 Public transport round the
university - a shocking expe-
rience (g)

29 Did I lose out when made a
pin-up? C8)

DOWN
1 Best quality selection (6)
2 I - object to Including
Frenchman innew series to
hold everyone’s attention
(ffl

3 Robot produces the beer in

JOTTER PAD

4 The medicine unfortunately
can’t help externally (7)

6 Shot Marx foe having dona
badly (9j

7 Ofi spilt in Virginia - what
a bloomer (5)

8 Non-professional rubbish
could be devastating (3^5)

11 Hit the shoulder on part of
the house (4)

Z5 It’s the last word (9)
17 The problems of having top

people around each organi-
sation (9)

18 Take firm steps before con-
servationists get clamorous
<3)

20 Double standard takes one
in (4)

21 No credit over? Difficult
then to get the farm (7)

22 Beastly old car concealed
outside (6)

24 Mother’s come back with
degree in dance (5)

25 One hundred and forty four
suffering at the barbecue

. (5

)

Solution 8,313

aDODBHHB 13113QHQQnnnnm
aaat3Q obdaBQBEQEE
UaiiniilQtlQLl QQ

EJ H Q QQDana sbbqqbg
B an o
QdHBCiOB Bnnaaa
13 a B BE00QQ EmnOBBBQHQEiaiJQHaasnaaoB bodbeaaaaanan
anaana Lmmunnnn

Business Executives

in Japan read

"Nikkei"
every day

Advertise now!

Tel: 071-379 4994
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Fishing industry:
EU membership
takes its toll..., page u

FINANCIAL TIMES SURVEY

THE BASQUE COUNTRY
The economy: a

‘complicated’ recovery
is forecast... Page HI

The Basque.Country is at a cross-roads
poetically, socially and economically. It

faces the challenge of recognising its
own pluralism and of diversifying its :

^onomy - and it has the opportunity
to establish an efficient dialogue
with Madrid. Tom Bums reports

.

Wednesday, November 24 1993
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Bilbao, the Basque Industrial centra. The region has much to gain from outside investment PMuto.

1 XUitov Aimrawl

ALAVA I

Vitoria

// - •

Pamplona

The Basque Country has some
of the worst slums and some of
the most unspoilt, richly for-
ested valleys in western
Europe. It embraces wholly
obsolete industrial plants and
greenfield sites devoted to
technological innovation. It
has been hit harder by reces-
sion than anywhere else in
Spain and yet it is the home of
an energetic business commu-
nity and the headquarters of
top national corporations.

Politically, the Basque Coun-
try suggests Just as many con-
trasts and contradictions as it

does socially and economically.
It is governed by a coalition-
formed by two rival parties
who have agreed on a joint
programme. The partnership
is, nevertheless, an uneasy one
and the - political climate
swings from confrontation to.

consensus with extraordinary
ease. .

"
'

;
J *

Broadly speaking, the
Basques are wholly integrated

because- they are legendary
“joiners"; they group together

in a myriad Tngrihirinni from
sporting clubs to dining societ-

ies and associations of mush-
room pickers. But terrorist vio-

lence has cast a long shadow -

over Basque society and deeply

divides it Y
Out of a population of just

over 2m, some 500 members of

the Basque separatist organisa-

tion JSta are presently I&t
prison. Probably twice as many
associates of .the -terrorist

Miranda oe Sm>

organisation live abroad, and
the number of Basques who
over the years ' have been
detained or jailed in conneo

.

turn with terrorism must run
into five figures.
- Everybody in the Basque
Country has first-hand know-
ledge of Eta; many live in
threat of its racketeering.
While there is a fearful, silent

majority, increasing numbers
are speaking-, out against the

terrorists.

Many Basques support Eta's

violent struggle for indepen-
dence, however. Herri Bata-
suna, (People's Unity), the radi-

cal coalition which backs the
gasmen, gained 274,000 votes

in June's general elections;

some 50,000 mare than in tire
'

1980 poD, although its Share of

the total vote slipped from 17

per cent to 15 per cent Politi-

cal stability in the Basque
Country ultimately depends an
a negotiated solution to the
Eta problem.

‘

.
Politically, socially and eco-

nomically the Basque Country
is at a cross-roads. Obsessively

rooted in its. Basque identity,

an exclusive, ethnic identity in

Its more extreme manifesta-

tions, and excessively depen-
dent on its steel-manufecturing

sector, it now faces the chal-

lenge of lecognising its own
pluralism and of diversifying

its economy.
The deeplove and respect for

the Basque. Country’s special

naturer&r Its language, its cul-

ture apd its traditions, which
so many in the area share,
should not became a tribal bat-

tle call to arms that sets oS
one section of the community
against hip other.

Blessed with excellent com-
munications, the best cuisine

in Spain and, in San Sebastian,
arguably the finest seaside
resort city in Europe, the
Basque Country has much to

gain from opening itself out to

others, not least to foreign
tourists.

With its industrial tradition

and
-
its highly-skilled labour

force, the area has even more
to gain from outside invest-

ment - investment that at the

turn of the century formed the

core of the Basque Country’s
industrial muscle. But there

will be no meaningful foreign

takers for the local opportuni-

ties while the often irascible

and sometimes violent Basque
nationalist climate persists.

The Basque Country’s
arrival at a cross-roads is

timely hi as much as Spain
itself, an the political and eco-

nomic level, feces a watershed
of its own.
The general elections last

June left Mr Felipe Gonzalez,

the prime minister, short of an
overall majority «tVh his minor-
ity government has been
ibrad! to seek alliances with
nationalist parties, notably
with the Basques.

The economic recession has,

meanwhile, prompted the gov-

Precision industry at a technology park near Bilbao. Report, Page IS

eminent into overhauling the

labour market rigidities that

have in no small way contrib-

uted to the decreasing competi-

tiveness of Basque industry

The twin issues of a new
political arrangement, involv-

ing a form of cohabitation with

the nationalists, and of deregu-

lation, involving a loss of trade

union power, can - if they are

properly addressed - help the

Basque Country a great deal as

it seeks a sure route towards
recovery.

Initial negotiations between

the Basque Nationalist Party,

which leads the Basque gov-

ernment. and Mr Gonzalez's
socialists in the Madrid central

government have not been
encouraging. The Basques
played too strong a hand as

they hurriedly sought to

extract home rule prerogatives

in return for supporting Mr
Gonzalez, and they were
turned down.
Despite the early misunder-

standings and the ill-tempered

exchanges that accompanied
them, the talks have not been
broken off. Mr Gonzalez is still

seeking a stable pact - ideally

with nationalists, both Basque
and Catalans, in his cabinet
- that will ensure the survival

of his government.
There are. therefore, grounds

to expect that home-rule wrin-

kles will be ironed out. and
with them the aggrieved and

irritable rhetoric which has
traditionally characterised the

mainstream Basque national-

ists.

A spell as junior partners in

a Madrid coalition government
will certainly help the Basque
Nationalist Party to shake off

its narrow localism. It should

Lbgrofip.

also aid Spaniards to lose the

suspicions they harbour about
the Basques as a whole as a

consequence of Eta terrorism.

The planned overhaul of

labour market rigidities by the

Madrid government meanwhile
appears tailor-made for the

Basque Country's recession-hit

industry. With its numerous
small plants, employing up to

25 workers, the Basque Coun-
try urgently needs flexible

labour practices that aDow for

functional mobility and labour

force adjustments.

Current legislation, which
applies to the Basque Country
as it does everywhere else in

Spain, is weighted towards
fixed employment and makes
dismissals costly. This legisla-

tion has been arguably the

most important factor in deter-

ring investment, in raising

unit labour costs and. in the

final analysis, fuelling the rise

of joblessness in Spain.

Unemployment levels in the
Basque Country are higher
than the national average.

The Basque government
should also be able to use the

lead given by Madrid with its

decision to impose wage

restraint and. in particular, to

freeze public sector salaries

next year in order to reduce
the spiralling public deficit

In one of the least satisfac-

tory aspects of autonomous
governments In action, civil

servants in the Basque govern-

ment including teachers and
members of the Basque secu-

rity forces, earn far higher sal-

aries than do their Madrid cen-

tral administration counter-

parts.

J2LA-STV, the Basque trade

union which wields strong
power in the white collar sec-

tor, is sticking out for exactly

what the Basque economy does

not need: 6 per cent wage rises,

more public sector jobs and
shorter working hours.

At present the Basque Coun-
try cannot afford the luxury of

inflationary union deals any
more than it can waste time on
the finer points of home rule

prerogatives.

It must take the route which
establishes an efficient dia-

logue with Madrid. That will

help restore competitiveness to

its economy and in so doing
solve the tension-ridden con-

tradictions of Its community.
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The Otoncfura hillside on which &ome of

the most emblematic buildings of the

Corporation are located: Ikerian, the

Research Centre, Caja Laborol'i

Headquarters and Data Processing

Centra and MCCs Headquarters. The

Fagor industrial complex can be seen in

the background.

Highlights:

• Total Assets $ 7,1 8 billion

Mondragon Corporation Cooperative

v?

p8*5FCOLA,

have already set up business here

ALAVA THE BEST CHOICE
GET I P*J TOUCH WITH tJ S

CHAMBER OF COMMERCE AND INDUSTRY OF ALAVA
Dato, 38 - 01005 VITORIA (SPAIN)

’Phone': 34 -45 -14 18 00

Fax:34-45-14 31 56

Total Sales

Exports

Workforce

$ 3,30 billion

$ 433 million

25,322

Mondragon Corporation
Cooperative (MCC) is the

leading business group in the

Basque Country and occupies

1 5th place in the ranking of top

companies in Spain.

Structured in three large groups:

Financial, Industrial and

Distribution, the Corporation is

firmly established in the

European and World markets.

With a solid Financial Group led

by Ca'|a Laboral and a strong

Distribution Group based on the

Eroski trademark, MCC offers,

through its Industrial Group, a

wide range of products in the

following sectors: Capitol

Goods, Automotive Components,

Domestic Appliance

Components, Construction,

Household Goods and Industrial

Services with trademarks such as

Fogor (the leader in white Jine

domestic appliances in Spain),

Danobat, Matrici, Copreci,

Orkfi, Maier, Cikautxo, Irizar,

Danona, etc. Q

% MONDRAGON
CORPORACION
COOPER ATIVA
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THE BASQUE COUNTRY II

F
ishing Is much more
than an industry or pas-

time in the Basque Coun-
try. And consuming fish Is

much more than a maans of

satisfying hunger.

For a Basque, catching a fish

la more of a historical right, an
assertion of culture. To pjepare
and eat a fish is more the culi-

nary equivalent of high art
than mere cooking.

But. as with many other

aspects of Basque life, the
impart of Spain's membership
of the European Union Is being
felt in this most traditional of

Basque activities. The region’s

fishing industry has been
forced to curtail its operations,

as has the fightwg industry in

the rest of Spain. Bid for the

Basque Country, with unem-
ployment levels officially

approaching the. 30 per cent

marie, any contraction of such
a traditional industry is bound
to have serious economic and
social consequences.

Spaniards on average eat

43kg of fish annually; more
than the citizens of most other

EU member states. In email
terms, the fishing industry has

historically diminished in Its

importance to the Basque
Country’s economy to the
point where it now contributes

not more than l per cent of
gross domestic product
“However, there are coastal

areas where the population
depends almost entirely on
fishing, populations where if

THE FISHING INDUSTRY -

fishing disappeared then so too

would the popularitm/ says Mr
Jose Ignacio Bspell, deputy
director of fishing in the
Basque regional government
based in Vitoria. “They are

places where fishing contrib-

utes more than 25 per cent of

the local GDP.”
.

The most Immediately visi-

ble impact of the' EU on the

Basque Country's fishing
industry has been the reduc-

tion in the number of finding

vessels; down foam in 1984

to about 590 now. Basque flah-

in$ boats represent about 3 pm*

'cent of the total Spanish fish-

ing fleet The diminution is a
direct result of EU-imposed
quotas.

"In the 1970s, there were 200
finking vessels from Urn port of
Pasqjes nirme that fished in EU
waters. Today, there remain
Just 38. The cod fishing fleet of

PasaM which fishes in Cana-
dian waters, had 100 ships.

Now there are 24. So the EU
decisions about quotas and
shipping numbers were, for us,

vary bad," says Mr EspelL
Spain overall bad 19,451 fish-

ing vessels, the largest such
fleet In the EU, at the end of
January 1992.

fisttng vends In San Sebastian's harbouran amertktt «f ctflhm

But besides the limits
Imposed an the number of ves-

sels, the EU Implemented other

restrictions too; on what types
of fish the vessels could catch
and on where they might seek
shoals of fish.

"They [Brussels] put us in a
corset," says Mr EspelL “But at

least we have one good tiring

fishermen - people who know
how to fish! Basque fishermen
have managed to find jobs else-

where, for example is_tte
French, fleets^

'

Mr Espell is critical of the

way in which the EU has bait
died Iris country's fldnug fleet,

but at the same tunehe exudes
the kind nf Tfamqnn pragmatism
that has sustained the region
through many diffimit politi-

cal and economic times.

"I always say the same
tiring. We have been very pres-

sured, with enormous restric-

tions-placed on us. I say that

we do jant ask for advantages,

but nor do we want tobedfa-
crimteated against. And' 1

think the EU has understood
that, .Means* it now speaks of.

a sdnglfrspeed European, fish-

ing policy. -.S'- ^

"Rightnow there hashernia
two-speed'. poHcy? : tbaf 'cf the'
other lO. and that of the two,
SpataandPtetugaL From 1996

there will be a stagtespeed pol-

icy, for all,* says Mr Espell

! From 1996 what Mr Espell-;

describes -as thaEU’s "diserim-

nation" ugatnaf Spain and Por-

tugal will disappear, “because
once.Norway enters the EU it.

.wzBbe absurd for there to be
three different fishing polities:

a third one for Norway,”
Despite his objections to EU

policy so;far, Mr Espell never-

theless believes that it .far far

better to be inside timEU than
- outside, since non-EC numbers
will, he believes, progressively

find their own fish exports

mare diaartnrinated in

.

the future.

The EU is rewriting the' reg-

ulations far Spanish and Portu-
guese fishing, and Is due to
produce a new policy for the
two countries by January l

1994 to be .implemented two

.
years-latet.

According to Mr Espell, the

hew policy will “mean that the

two can fish on the same bads

as the other 10Wnfembers.
But that “will not mean

.growth in the' Basque Coufl-

ijy'j flahing.industry, or that'

:<tf Spain as a whole, thinks Mr
Espell "At the-moment the

ftsMngpolicy of .the EU says

that it: is necessary to adapt

the fleet to the fish resources.

We are -aU conscious of the

need todo thM,- and so there Is

to) way we win Increase the

afa» of. oorfishing fleet. What
ILdbea mean, however, is that C
we will be able to renovate our

(rid- fleets and- improve than,

thoughnot increase their size.

•We wffl juktbe able to fish on

equal terms wtththe rest of

the EU.'
4

- There still remains the prob-

lem. of'imports to the EU from
non-EU members. “This has

donea great deal of damage to

aU the EU fleets, including

ours^ says Mr Espell “For me
; ft -represents

-
a kind. of. social

dumping. Under EU regula-

tions we -must pay minimum
salaries and guarantee other
Muda of benefits, but certain

non-EU countries- don't have O
those Mnrin of rules. That
allows them to sell their fish at

a fifth of the price.

“I want to compete, but 1

• cannot compete on that basts.'*

Gary Mead

T he Basque Country needs rest-

ful political consensus and then

a restorative sense of common
political purpose like an all-night rev-

eller needs 12 hours sleep and a
strong pick-me-up. Unfortunately it

has such balms.

Politics in the Basque Country are

criss-crossed by demarcation lines

that have historically fractured (be
area’s political framework and cre-

ated a plethora of tribal groupings.

Superimposed an the classic division

between left and right is the confron-

tation between the nationalists and
the non-nationalists.

The nationalist camp itself is

divided between those who support
violence and those who oppose it and
the latter are themselves split

between those who settle for home-
rule autonomy and those whose final

aim js inrfffpmriflnwi

The area’s two main political par-

ties, the Partido Nadonalista Vasco
(PNV). and Partido Sodahsta de Eus-

kadi (PSE), the Basque subsidiary of

prime minister Felipe Gonzalez’s rul-

ing socialist party in Madrid share
just under 50 per cent of the Basque
vote between them and form a PNV-
led coalition government in which
mutual suspicions abound.
Were the PNV and the PSE mar-

riage partners, each would sue the

other for divorce on the grounds of

mental cruelty for they could hardly
be less suited as a couple. The PNV is

nationalist, sentimentally rural con-

servative and Roman Catholic; the
PSE derides ethnic politics, prides

Itself on its trade union origins in
Bilbao’s industrial belt and styles

itself as modem, progressive and
emphatically secular.

Mr Ramon Jauregul. the Basque
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Suspicion-fraught alliance
socialist leader, admits that “a certain

amount of expectation" envelops the
inra) political scene. When, in Madrid
recently, Mr Gonzalez opened talks

with the main national opposition
party, the centre-right Partido Popu-
lar (PP), the PNV behaved as if it

were a scorned bride Do the socialists
tfifnir, aairari the nationalist leader Mr
Xavier Arzalhu, that the PNV is “a
concubine who can be trifled .with?”

The PNV, which holds 10 portfolios

in the 16-member Basque government
indndrng that of chief executive, is to

a great extent in a quandary of its

own making it was invited by Mr
Gonzalez to Jain the national govern-

ment in Madrid as a Junior coalition

partner th*1 general elections last

June left the prime minister short of
an absolute majority. Bui it rejected

the invitation and now it appears to

wish It had not done so.

Somewhere between the invitation

and Its rejection, the PNV seemed to

have peered over its nationalist shoul-

der and lost its nerve; the very Idea of
propping up a Madrid government
filled it with dread. It was fearful of

losing its nationalist credentials to

the radical Herri Batasuna (HR), the
coalition which supports Eta and,
more plausibly, of handing over votes

to Euska Alkartasuna (EA), a minor-

ity party lead by former, and more
uncompromisingly nationalist, PNV
members.
The PNV’s hesitancy had a lot to do

with the staging of Local Basque elec-

tions which are due in October next
year. Unlike the PSE, which, appeals
basically to non-nationalists, Mr
Arzallus’ PNV has to contend with
splinter groups such as EA and with
solid formations, such as HB - the
third-biggest political party -In the
Basque Country -that dispute the'

strictly nationalist constituency.

Negotiations to Join Mr Gonzalez’s
government broke down when the

Somewhere between the

invitation and Its refection,

the PNV seemed to have lost

its nerve

PNV tahled a long agenda — the Anal

list totalled 54 separate chapters - of
home rule prerogatives that it

demanded be urgently transferred
from the Madrid administration tothe
Basque government. That was the
price that the nationalists set for

co-operation with Madrid and Mr
Gonzalez Judged it far too expensive.

Certain PNV home rule demands .

— which deal, for example, with Juris-

diction over vocational training - ran
be granted immediately, because the
Basque government already runs its

own education department. Others,
inrfmHng transfer to the Basque
Country of responsibility for health

and social security and for unemploy-

ment benefits, involve costly and com-
plex administrative a^jn»tm»nta-
A third chapter of devolntfonary

demand* that iyw)f to establish lenal

control Aver airports and harbours in

the Basque Country fall .into, a grey
-area in which it is’not constitution-'

ally dear where the prerogatives at
. Madrid end and those of the autono-

mous gnrortimank begin. .<

A final shot of self-rule -ambitions
name to *ha tnwn of a daniand far a
Basque central bank, a monetary
institution that would supervise and
regulate local finawrfarsector^
which would clearly undermine the
responsibilities a£ the Bank of Spain.
The adamant oppositionof:(he PSE to

this pretension has further soured the

relationship between the coalition

partners.

In- the delicate nggnHattng process
that followed the June S general elec-

tions* and which led to tike ultimate

formation of a minority government
by Mr-Gonzalez, the PNV played far-

1

high stakes and it lost Now it is in
tim uncomfortable position of being
stuck with the socialists ih.tiie auton-

omous Basgm government and being
unable to {day any meaningful rifle to
the socialist-run eentralgovernmeni. ••

The situation fa all the more gaffing

for the mainstream Basque national

fats because the (Catalan nationalists,

who are the PNV’s done party on the
periphery of Spanish politics, proved
themselves infinitely better negotia-

tors. The Catalans also rejected over-

tures to Join Mr Gonzalez’s govern-

ment but they have cunningly sup-

ported the Madrid government’s draft

budget, influenced much of the blue-

print’s proposals and, as a result,

ensured fiscal benefits for their Cata-

lonia Stamping ground.

The PNV’s obduracy earns It a bad
press to Madrid whereas the suave
Catalan practise of the art of the pos-

sible fa hailed as statesmanlike. Theg*
problems facing Mr Araaflus’ PNV are

~

mot, however, at all easy. .

The Basque Country’s mainstream
nationalists do not have the 1 ascen-

dancy iiLtiudr home base that their

Catalan counterparts enjoy and,

unHke Catalonia, the Basque Country
has a federal-type admtniatmHnn in

which power is shared between the

Basque guragpmtent and the ‘county

councils of the three provinces that

make up the Basque Autonomous
Community. • '•

Consensus politics has never been
the PNV’s strung point but Its -brink-

manship tactics bare failed and its

options are now running out Conces-
sions have to tain* the pi«* of con-

frontations and tiie winlary realities

of economic recession should cool
- nationalist ardours and shelve devote-

tiCP ag^mfasfor the Hiiw heing:;;-”
The Ukefihpod is that aLecHonsnext

year to the T&member Basque parlia-

ment will once more;return the PNV
' and tiie PSE as the main parties but
will again leave the two of Bwn well
short of a majority, th™ forcing them
-tote a renewed coalition. What tiie

Basque Country cannot risk is a con-
tinuation of the present suspicion-

fraught alliance.

Tom Bums

Eta political violence

Problem has become an internal issue
What sets (he Basque Country
apart from any other corner of
the European Union except
Northern Ireland fa that It has
a terrorist problem.

Eta, an acronym for Euskadi
Ta Askatasuna, Basque father-

land and liberty, has been
shooting, bombing and kidnap-

ping for the better part of 25

years and is directly responsi-

ble for more than 800 deaths.

Political violence in the
Basque Country is on a lesser

scale than it is in Northern
Ireland and there are no troops

patrolling the streets of Bilbao
in order to keep warring terror-

ists, as in Belfast, apart from
each other.

Basque violence fa not sec-

tarian; moderate Basques, who
constitute a large political

majority, find common cause
with the security services
against the radicals and the
gunmen.
The qualitative difference is,

however, of little comfort to

those who work and invest to
the Basque Country. Business-

men employ private security
guards as a matter of course
and they live to dread of an
extortion racket known as the

revolutionary tax.

Political violence has
deterred Investment and
prompted plants to close and
transfer their business out of
the Basque Country.

There are two main, and
interconnected, points to be
made about the violence factor.

• it Is on the wane although it

remains lethal and will con-
tinue to exist for the foresee-

able future;

• It has become an Internal
Basque problem as opposed to

one between Madrid and the

Basque. Country.

"The situation is better than

it used to be and tiie Basque
government is making an enor-

mous effort to give the impres-

sion that this fa all being nor-

malised.” says Mr Jose Miguel
de la Rica, president of the the
business pressure group Cir-

culo de Empresarios Vascos.

"But then you get a murder or

a kidnap and then everything
goes to the devil”
In June, seven military offi-

cers were killed by a car bomb
to Madrid and in October two
Eta gunmen shot an air force

general dead outside his Mad-
rid home. A sure sign of Eta’s

continued muscle came with
the release last month of a
Basque businessman who had
been kidnapped to July, follow-

ing the alleged payment of a
PtaSOOm ransom.
The violence continues

despite suggestions that the
police are gaining the upper

France has been acting

energeticaRy lor some
years against refugee

gunmen across the

Spanish border

band. In recent months revolu-

tionary tax rings have been
broken up, gunmen arrested
and arms caches seized.
Although Eta is regularly
reported to be out for the
count -some 500 of its mem-
bers, including more than a
dozen of the group’s more noto-

rious leaders, are in prison - it

appears, time and again, to
pick itself off the canvas.
“The strategy fa the right

(me but the process is long and
slow,” says Mr Ramon Jaure-

gul, the Basque Country's
socialist leader who has a tong
experience of the terrorist

issue. “We have to be viry
careful in order to maintain
the initiative.’'

The initiative was nearly lost

in September when the deaths

of two Eta suspects while in

police custody served to bring

underlying tensions to the sur-

face and prompted wide-scale

rioting.

Few fault the Madrid govern-

ment, the local Basque govern-

ment and the police forces of

the two administrations over

the way they go about their

business. The strategy involves

close co-operation between
them and also with the French

government and its security
services. France has been act-

ing energetically for some
years now against refugee gun-
men across the Spanish border
and the one-time Eta safe
havens in south-west France
had been effectively neutral-

The prison policy fa an intel-

ligent one. Under a new strat-

egy, Eta members have been
transferred from two maxi-
mum security jails where the
hardliners ran highly regi-

mented communes. Thery have
been dispersed among more
than 20 prisons where they
share cells with common crimi-

nals.

The key consequence of the
dispersal policy Is that jailed

terrorists who have no stom-
ach left for tiie fight and are
relieved of the commune pres-

sures are able to apply for Indi-

vidual pardons. “We can only
afford to give such amnesties
drop by drop,” warns Mr Jaure-

gul
The main reassuring feature

of the strategy fa that a grass-

roots movement fa gathering
force in the Basque Country
that publicly rejects Eta’s vio-

lence. That Basques are now
willing to stand up and be
counted reflects the ground-
swell of opinion that sees con-
tinued violence as futile as
well as profoundly damaging
to the local economy.
This grassroots rejection was

boosted by the long kidnap
endured by Mr Julio Igleslas

Zamora, whose family-owned
San Sebastian engineering
company had failed to pay the
gunmen's revolutionary tax.

Thousands of Basques wore
blue ribbons to show their sup-

port for Eta's victim mid
numerous well-attended rallies

were staged to demand his

release.

The protest movement was
quite unprecedented but it fell

short of its objectives: Mr Igle-

sias Zamora was released last

month only after Eta had
extracted tiie ransom and the
police felled dismally to trap

the kidnappers. Moderate
Basques feel however, that it

was not to vain.

“A short while ago nobody
talked out against Eta and now
they do," said an official to tiie

ruling Partido Nacionalista
Vasco (PNV). One sign of
changed times fa the manner
that members at Herri Bata-

suna (HB). Eta's political front

organisation, have been forced

to stop going to a restaurant

they used to patronise near
their Bilbao headquarters.

At the height of tiie kidnap
saga and of the blue ribbon
movement, the restaurant’s

management decided to Stop
serving the radicals after other

clients began to go elsewhere.

In the tight world of Basque
politics, where everybody
knows everybody else, the res-

taurant boycott was hailed as a
victory over the tyranny of vio-

lence and tide story of HB stal-

warts sending out for sand-
wiches is gleefully retold.

In the final analysis, Basques
seem to have woken up to the
fact that Eta is their problem
and that its solution lies with
them. It is no longer a side

show involving headstrong
members of their community
and the Madrid security forces.

The lesson is rinking to that

the anriemif; political violence
is making the burden of reces-

sion to the Basque Country
much harder to bear. Eta’s rev-
olutionary rhetoric is out of
touch with the times and. its

Freedom-for-the-Basque-Coun-
try platform Is at odds with tire

area's now well-consolidated

home rule.

Throughout the Basque
Country, Madrid-based security

forces are being withdrawn
and their place taken by the

Ertzaina, the police force that

is recruited, trained and paid

for by the local Basque govern-

ment Increasingly, it is,the
Ertzaina which is leading’ the

baton charges to break up pro-

Eta rioters and which is claim-

ing counter-terrorist break:
throughs, particularly an Eta’s

extortion racket

Mr Juan Maria Atutxa, the
Basque government minister
who is responsible fra: security
and the rfifaf of tiie Ertzaina,
hag tgkrih JL fawgh Ifne against

the radicals. This haa mada
him the most popular politi-

cian for the majority of the
Basque population and also the

target of adHB hate campaign.
Posters and graffiti that term

Mr Atutxa • “traitor” have
replaced those that used to

accuse Madrid's Interior minis-

ter of ‘‘genocide’’.

to itself this Is a telling

development that underlines
how Eta violence has became
an internal Basque issue which
the Basque government is

determined to address. Mr
Atutxa, who is a member of

the PNV, is as Basque as it fa

possible to be - he was bom to

a rural hamlet, spoke Euskera,

the Basque language, from
birth and has been an ardent
nationalist all his life.

No less indicative of the new
climate is the manner to which
members of Mr Atutxa’s
Ertzaina who are posted to
strong preEta areas, particu-
larly in San Sebastian's Gui-
pnzcoa province, have been
known to suffer the same hos-
tility and pressures that the
Madrid-based Civil Guard used
to endure: their car tyres are
punctured, their wives are
refused service by radical-

minded shopkeepers and their
children are abused to the
local schools.

The polarisation of Basque
society over Eta is an uncom-
fortable step but it fa nonethe- **

less one to the right direction.

Eta will only be curbed when
its supporters realise that they
.are not taking on Spaniards
and Madrid but their own
neighbours in their own back-
yard.

Tom Bums
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THE BASQUE COUNTRY III

*

gMenns its second year of
Basque economic inScaSJTwS^^
than thev do pW,^TT<

ii?
10011 worse

SyErevSftSSS

in3Z
The industrial activity index for ih«toque Country in Afar, tte fat^vafl

recorded for the pa^two^^S toeyear-on-year fall in industrial
Srocl at the end of that.month atmi p«r

A breakdown of. the Basque Country's
recession data gives worrying statistics.2“’ sector, winch accounts for 44 per •

5“f
* 016 area’

s tadnstrial activity, fen '

fryffT.? 1* 111 1487 to 6478 e.12-mouth.
drop of 163 per cent. Bflbatfs estuary

.“T-S* pnlsadng hub of heavy Spanish
industry, is now an industrial wasteland,
arguably darker and more satanic than
anywhere in the developed world. - •

“Before penile used to talk about profits
and investments and now when you get

‘

tiro businessmen together they will swap
stories about how they are reducing their

payroll,* says Mr Jose Miguel de la Rica,

chairman of the Circulo think tank, prof-
its, when they exist at aH, are uniformly
down and the investment is ploughed into
paying off redundancies, .. ..

The labour shakeout is aimed princi-
pally nt ’ containing, losses and not at

The Basque Country’s economy
- fsi tf» victim of deceptive

successes in the past

improving' productivity. Companies are
offering.earty retirement to those aged®
-and they aje sacking those under 30 who
are mostly employed under temporary
contracts add are cheaper to
Unemployment stood at 23J2 per cent of

the Basque'Country's active working pop-
ulation-in the second farm of this year,
according to the Madrid-based Statistics
Institute's labour survey. This figure,
which gave a jobless total tor the area of
201,240, was marginally above the national
average; tt was a shocking set of data tor

fl THE ECONOMY

recovery forecast
what was once, scarcely 20 years ago, a

ton employment area.

The Basque Country’s economy is the

victim of deceptive successes in the past
when it used to draw cheap labour from
the rest of Spain to transform steel and to

manufacture ships and capital goods for

the protected. Spanish market. It caught
pneumonia when it was blasted by the

cold winds of competition.
"We were stripped naked when we

entered the European Community," says

Mr Jose Maria Gorordo. a former mayor of

Bilbao and now the chief executive of the

city’s Chamber of Commerce. "We would
have been better off if we had been left

with our old clothes.”

The Basque Country's problem was that

its old clothes, its obsolete heavy industry
built around the Altos Homos de Vizcaya
steel plant, was exactly what Brussels had
no use for.

Cut-backs imposed by Europe were exac-

erbated by domestic difficulties, chiefly

the over-valued peseta of the 2980s and the

high Interest rates that kept the currency
high. These factors, coupled to industrial

disputes and soaring wage rises, turned

meaningful restructuring and diversifica-

tion into an endless obstacle course for the
top Basque companies.
Small companies, the area's pride and

joy, have scarcely fared better. Specific
sectors, such as car components, are flat

and overall they face the toughest compe-
tition possible. "We are on the frontline of
the south-east Asia challenge,” Mr de la

Rica observes with a shrug.
There are examples of the challenge

being met. Employees of a local plant that
manufactures sewing machines and was
being undercut by a Taiwan rival were
faced with the stark choice of earning less

or producing more. They chose to work a
six-day week. A recurring positive theme
in all presentations of the local economy is

that the Basques constitute one of the
most industrious labour forces around.
The second asset is the drive of its busi-

ness community. When a 40-strong team of

Basque entrepreneurs went to Cuba
recently one of them travelled with pots of

paint and a fistful of brushes which he
personally used to spruce up a hairpin-

producing plant that he had opened a year
earlier in Havana.

“That’s the mettle we are made of.” says

Mr Marcos Vizcaya, an official of the rul-

ing PNV party who has known the hairpin

manufacturer since childhood.

Such enterprise can, however, stumble
over the absence of capitalisation. Because
of terrorism, as well as the often violent

industrial relations environment, foreign

investment has mostly given the Basque

The presence of good financial

resources means there are a

number of bright lights

Country a wide berth and there has been
an equivalent shortage of Spain-based
funds.

As a result, capital raising has often to

be done within the Basque community and
the Basque Country is fortunate to have in
its midst far-seeing venture backers in the

local savings banks and in Banco Bilbao

Vizcaya which has an umbrella industrial

holding, the 1BV corporation, which it

shares with the electrical utility Iberdrola.

Despite the recession and the internal

problems, the presence of such financial

resources means there are a number of

brights lights pointing to an economic
future for the Basque Country,

CAF, a railway rolling stock manufac-
turer that has its main plant in Beasain,

broke even in 1991 after many years of

losses and turned in net profits of Ptai.5bn

last year which it put aside for reserves.

The company, which is 23 per cent owned
by the three Basque savings banks, cur-

rently has an order book worth Pta77.7bn
- 35 per cent of which has been earned

outside Spain.

A second clear example that all is far

from lost in the Basque Country is

Camesa, a Vitoria-based weapons producer

that has branched out into new materials,

microelectronics and environmental engi-

neering. now earns 50 per cent of its reve-

nues outside Spain and is one of the most
successful ventures backed by IBV.
Even in the steel industry, the founda-

tion of the Basque Country's past wealth,

there are companies that have specialised

intelligently, have begun to export aggres-

sively and arc making money. The top trio

in this all-important sector are Aristrain

which makes long products. Guivart
which produces steel bars, and Tubos Reu-
nidus which manufactures seamless pipes.

It will nevertheless take a while yet

before the once finely-tuned engine of the

Basque economy begins to climb into the

higher gears.

Tom Bums
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Profile: Mondragon Co-operative movement

Important group
There can be little stronger

evidence of the spirit of

co-operation which infuses

Basque industry and finance
than the manufacturing groups

of the Mondragon Cooperative

Corporation.

The MCC has its roots in the

work of Father Jose Maria
Arlzmexuharrietta, the Basque

priest who inspired the devel-

opment of the first of Mondra-
gon's co-operatives, Ulgor, In

1356.

Tucked away high in the

mountains of the Guipuzcoa
district the MCC has grown in

the past 37 years from being a

stogte manufacturer of white

goods into a leading diversified

group employing a total of

25,322 people, with total tom-

over in 1992 of almost Pta4bn.

The MCC, now the most
important business group in

the Basque Country and rank-

ing 15th in the whole of Spain,

boasts some 90 separate compa-

nies, according to Mr Javier

Mongelos, president of the

MCCs general council. Its gov-

erning body.

Of its three divisions - finan-

cia l, Industrial and distribu-

tive -the industrial arm is by'

far the most important Its

manufacturing base includes

machine tools, automotive
components, electronics, con-

struction parts and domestic

appliances of all kinds.

In 1992 the industrial divi-

sion achieved a turnover of

more than Pta2bn, 25.5 per cent

of which was in exports, an

increase of just l per-cent over

1991. Given that industrial out-

put was down by 1.7 per cent

to Spain overall, and by 4.1 per

cent in the Basque Country hi

1992 against 1991 - as a result

Of the international recesaon

- that performance must be

seen as impressive.

In Spain overall, the

machine tool sector saw a 20

per cent drop in production in

1392, compared with 1991- Yet

MCC . machine tool exports

actually increased by 1-6 P®*
1

cent in 1992, compared with a

14 per cent drop in this export

market for Spanish machine

tool manufacturers generally.

But Blr Mongelos hopes that

the recession may be passing-

its peak. He believes 1993 may
-see the industrial division’s

exports grow by an average of

15 per cent compared, with

1992, while its production over-

all will be about 3 per cent

greater than in 1992. He thinks

total turnover for the whole
corporation could reach Ptafibn

tor 1993.
:

Mr Mongelos says that the

organisation has gone through

a lengthy and continuing pro-

cess of "reconstruction and
elaboration of its future strat-

egy."

Spain’s EU membership has

meant that the previously pro-

tected market tor much of the

MCC's products has disap-

The competition is no lon-

ger with other Spanish inanu-

The immediate difficulty,

says Mr Mongelos, is

one of catching up with

the past

facturers but with Siemens-

Boscb, Electrolux and so on;

companies which are perfectly

capable of operating In a global

market." says Mr Mongelos.

The immediate difficulty, not

just for the MCC but for Spain

in general, according to Mr
Mongelos, is one of catching up

with the past -

‘It’s impossible for a country

or an industry which was Iso-

lated tor 50 years from interna-

tional competition to adapt

itself to complete world compe-

tition in SH years. This meta-

morphosis. done in such a
short-time, has also not been

accompanied by other transfor-

mations which are necessary

for fl truly competitive environ-

ment
“Of course, here to the

Basque Country we. have cer-

tain advantages, particularly

in the Mondragon Corporation,

because the benefits or other-

wise of productivity go directly

to the parson who works; the

owner of 'the company is the

aws as the person who has to

work there-"

In other words, the Mondra-

gon enterprises have the

advantage of flexibility, of

being able to change according

to the needs and pressures of

the markets, without having to

engage the massive bureaucra-

cies of Spain's employment
laws and trades union opposi-

tion.

According to Mr Mongelos,

the MCC’s co-operative nature

means that people behave rea-

sonably because they are all

kept well informed about the

ups and downs of their own
enterprise.

"We don’t have strikes, for

example. When there is a prob-

lem then a general assembly Is

organised to sort it out"
Atthe same time, unemploy-

ment within the MCC is almost

non-existent Unemployment is

defined as more than 100 hours

a month without work -a
working month has 170 hours
- and the unemployment fig-

ure within the corporation is

now about 200 people.

“The Basque Country is a
poor country, without its own
natural resources. We have to

import everything. It’s also a

country which traditionally

has seen a lot of emigration, to

other parts of Spain and other

countries. Life has normally
been very hard for the people

who live here, and the only

way they could get out of that

hardship has been to work.
The cooperatives grew out of

this culture of poverty, of diffi-

culty," explains Mr Mongelos.

"The future for the corpora-

tion must he one of further

adaptation to this new world of

international competition; one

in which all the protective

measures which existed either

have disappeared or are disap-

pearing. One of the implica-

tions of that is that the small

and medium companies, which
have worked well here to the

past, will not do so in the

future to Europe. They don’t

have the financial, or research

and development capacities to-

compete.

“But it is also necessary to

alter our customs, our manage-
ment practices and our atti-

tudes - and that's a very com-
plicated. business," adds Mr
Mongelos.

secretary of Adegi, the
employers’ association of the

Gipuizcoa, with 1,600 member
companies representing 60,000

employees, the urgent need is

to increase within the Basque
country's companies a sense of

the importance of thinking not

just nationally but global-

ly - and to ensure that tomor-
row's employees have received

the best training passible.

To that end Adegi has been
instrumental in a highly inno-

vative educational-training
scheme called the Machine-
Tool Institute, sited at Elgoi-

bar, some 55 kilometres from
Bilbao. The institute - funded
entirely by local compa-
nies - takes school-leavers
from throughout Spain and
provides them with a sophisti-

cated apprenticeship in
advanced machine-tool tech-

nology, as well as language
courses and business adminis-
tration training. It has some
400 students bnt by running
courses of different lengths it

reckons on about 1,000 stu-

dents - full time and day
release - passing through its

doors each year.

The institute’s core aim is to

ensure that the students
receive hands-on training on
the very latest equipment,
thus maintaining the Basqne
Country’s traditional
strengths in machine-tools.
Fifty per cent of Spain’s

machine tool production is

exported, two-thirds of that to

industrially developed coun-
tries such as the US, France
and Germany, according to Mr
Alberto Ortueta, general man-
ager of the Spanish machine
tool manufacturers’ associa-

tion. “We don't have much in

the way of natural resources

in the Basque Country - we
don’t have minerals or mining.

Our basic asset here is the
human being," says Mr Urcbe-

gui.

“What we are doing here is

to try to make sure that pro-

fessional training is not just a
matter for the schoolroom but
is also something which com-
panies occupy themselves
with.

The Machine-Tool Institute

is an experiment, the result of

an agreement between the
bnsiness sector and the
Basque government. There are

companies here which need
particular types of trained
staff yet cannot find them
amongst school-leavers."

Gary Mead

Quality. ***.?&

The Basque Country's Difference.

existing companies and np to

100 per cent of corporation tax

for new companies for a period

of 10 years. It will subsidise

up to 58 per cent of qualifying

research and development pro-

grammes and np to 100 per
emit of training plans. And to

encourage foreign investment,

SPRI has set up outposts in

nine other nations, Including

the US and Japan.
Bnt the spirit of mutual

assistance does not stop with
government support Elkargi,

founded in 1980 and with 639
member companies in 1981, is

INDUSTRY

High-tech glimpse of the future
Abont eight miles outside
Bilbao and just a stone’s
throw from the city’s airport
lies the Zamndio technology
park, occupying 320 acres of
beautiful countryside. “But
the technology park is not just
a collection of nice decora-
tions, pretty furniture and
pleasant fields,” says Hr. Juan

dp Martin, one of the park’s
senior managers, Tts soul is
the ‘software’; the quality of
the people who work here." :

In many respects, industry
in the Basqne Country is in a
transitory phase, with , the
Zamudio park and other high-
tech developments indicating
what the future could be likefc

a shift from the old traditional,

metal-bashing Industries to
electronics, bio-technology,
and communications.
Zamndlo’s 37 companies are

mostly small-scale, 25 ottheni
employing fewer than 20 pe<K
pie each. Bnt there Is every
chance that from these acorns
some strong oaks wiD grow. .

The reason for that confi-

dence is the unlqpe ^rain ot
proud-;'Basque self-identity

winch in commercial spheres

becomes interfused with an
attitude of mutual co-opera-

tion. .

The Basqne Country’s for-

mer predominance in tadns-i

trial production within Spain
overall is

.
vulnerable as a

result of recession and over-

seas competition. But It still

accounts for &2 per cent of
Spain's gross domestic product
and 10,7. -per-cent of Spanish
exports, aftbongh the region

.
.has Just 54 per emit of the
Spanish population.
- Another factor -which bene-
fits Basque industry is the
massive level of government
sobsidy and'-services support
The creation of an office of

SPRI provides loans at

4 or 5 per cent interest
' for up to 70 per cent of

total investment

'/strategic investments in the
'• Basquegovenunent in jNovem-

v her 1902^ witha^detenniuatfon

1 tp generatq ' mote
;
than 8,000

*. jobs through targeted invest-

v ments . totalling Pta33bn,

. under, the so-called Garapen
Han, is a dear indication of
Basque government determi-

.
nation to shelter local indus-

try against the worst excesses'

ofsinternationals competition
and recession*".

'*

, .. That , extends to stopping in

where the banking system is

reluctant or unable to tread.

SPRI (godedad para la Promo-
cion y Reconversion Indus-

trial, or the society for indus-

trial promotion. and
reconversion] is the Basqne
Country’s

.
development

agency, created in 1991 and
91.4 per cent owned by the
Basqne government's economy
ministry.

SPRI provides loans at 4 or 5
per cent interest - several
points lower than present
bank rates to Spain - for up to

70 per cent of total invest-

ment: According to the presi-

dent of SPRI, Mr Jon Azna,
industrial production fell by
4.5 per eent in 1992 compared
with 1991, with the loss of

20,000 jobs. Production of
industrial plant goods fell by
10.8 per cent
SPRI’s role is to try to

staunch that Mnfl of haemor-
rhage by.providing a plethora

of action plans, investments,

studies, subsidies and cheap
loans in an attempt to

strengthen regional business
and also attract foreign com-
panies to set np in the Basque
Country. SPRI win provide up
to PtaL2m per Job created in

subsidy to participating com-
panies which guarantee the

creation of a minimum of 50

Jobs.;,and invest at least

Pta500m
:
of their own. For

companies which create

.

between 50 and 500 jobs, with
investments of between
PtaSQOm and Ptadbn, it will

subsidise up to 40 par cent of
the investment
SPRI can also arrange tax

exemptions for up to 45 per

cent of new investments for

now an association of more
than 6,000 Basqne companies.
Elkargi's main purpose is to

take financial risks which
large commercial banks are
unhappy with, by acting as a
guarantor of loans made by
the banks to small and
medium sized companies.
From guaranteed loans of

Pta633m in 1981, the associa-

tion in 1992 provided guaran-
tees for Pta9Abn, with a bad
debt rate of 1.45 per cent of all

guarantees made.
What of the immediate future?

For Mr Jose Urchegni, general

Gary Mead
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A COUNTRY ON THE MOVE
BASQUE COUNTRY euskadi
The fascination
of the past

I

he history of the Basques is inextricably bound up with

euskara. the ancient Basque language which, alone among

European languages, has survived almost unchanged since

prehistoric times.

The oldest prehistoric remains in the Basque Country date from

the lower Paleolithic, and the first references to settlements in

the area take us back to Cromagnon man, some time around

50,000 BC. The exact oringins of the Basques and their unique

culture, flourishing today among the younger offshoots of

European civilization, remain a mystery. The language and the

people have grown together from roots buried deep in the past.

The past itself remains a powerful and fascinating presence in

the Basque Country: the dolmens, gothic cathedrals, prehistoric

cave paintings, superb palaces and renaissance buildings

scattered around the country are a constant reminder of a

remarkably long and rich history.

The birth-place of Ignatius of Loyola, Miguel Unamuno and

Eduardo Chillida offers a wide range of cultural interests in fine

theatres, concert halls and art exhibitions which provide a

showplace for the latest and best in local and international

creative work.

All this with the added bonus of one of Europe's most

remarkable peoples, makers and custodians of an unusual and

highly distinctive culture.
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superb geographical setting, rich,

fertile countryside .and the uneridtog capacity of Its

inhabitants for hard work: three important reasons that explain

why the Basque Country has been a major business and
industrial centre for more than a century and why it has
dominated the Spanish economy throughout that rime.

sector, fully aware of the need to update technology, to

develop existing communications and telecoms mirastructures,

to diversify, to use energy more efficiently and to improve
product quality constancy, and, above all, to provide training

and recyclmg programmes to ensure that our workforce moves
with the times, are the best guarantee of the Basque Country's
capacity to take on its new rote as industrial aid financial capital

of Europe's south western Atfanfe seaboard region.
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LONDON STOCK EXCHANGE
MARKET BEPOm*

Interest rate cut catches traders wrong-footed
FTtA AD-Share Index

1,580 — -

Equity Shares Traded

Turnover By wlims (m«Sar£. Ex&uGng:
Irtra-TTHriMt Duslness and overseas nmsw
1.000 — -

1560 —
By Tarry Byland,

' '
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the move, which appeared to have
been prompted by trends in London
money markets, analysts acclaimed
fee derision both as a favourable

indicator of Budget plans and as
confirmation that further reduc-
tions in base rates are likely.

“It indicates that London markets
have decoupled from the New York
Treasury markets," said Mr lan
Harnett .at Strauss Turnbull. He
sees DK interest rates at 5 per cent

by the year-end. At Kleinwort Ben-
son Securities, Mr Trevor Laug-
hame was equally positive, believ-

ing that although the next half
point cut might not come until

early January, rates could be down
to 4 per next later next year.

By fee close of trading, interna-
tional stocks, including ICI, Glaxo
and BAT Industries were not far

from overnight levels, but reacting

with caution to a Wall Street mar-
ket then in the process of reversing
its opening gain. Oil stocks edged
higher, however.
But fee domestic, interest-related,

stocks traded a more uncertain
path. Bank shares, which respond
readily to base rate optimism
because it lightens their bad debt
burdens, moved sharply before clos-

ing with mixed changes. Store and
retail issues tried to move ahead

but failed to hold their best levels.

The favourable attitudes from
market analysts were slow to work
through to the equity trading desks,
where dealers remained unsettled

by the outlook for both the Japa-
nese and US stock markets.
Throughout the session. CJK equi-
ties were led by the December con-

tract on the Footsie, and the set-

back suffered late in the afternoon
came when the future fell to a dis-

count.

Yesterday, London had to cope
with the absence of 2 lead from
Tokyo overnight and the prospect of

a New York market slowing down
for the Thanksgiving Day holiday.

Traders said there was a general

unwillingness to take on stock posi-

tions in the international blue chips
which might prove difficult to

unravel until next week.
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Key Indicators

Indices and ratios
FTSE100 30695
FT-SE Mid 250 34395
FT-SE-A 350 15325
FT-A All-Share 1517.06

FT-A AO-Shore yield 3.76

Best performing sectors
1 Water

2 BLflkSng Materials

3 Transport

4 OH & Gas
5 Electricals .._

-13
+3.8

•0.1

-OJ5

13.75)

FT Ordinary index

FT-A 500 p/e

FT-SE100 FutDec
10 yr G» yieU

Yield ratio:

2326.0

19.72

3067.0

R72
1.93

-OP

(19.69)

nc

(6.75)

(1.94)

+-1J2

Worst performing sectors
-1.5

_. +1 JO 2 Banltfi ^ .-1.4

... +0.9 -1.1

... +0.9 -0.9

*0.9 5 Engheering-Aeroapaje -0.9

Thorn
* fails to
please
Disappointment over the
dividend payout at Thorn bmt
sent fee shares tumbling' and.
prompted a series of down-
grades and some cautious pn>
nouncements from leisure sec-
tor analysts. •

First-half results were at the
lower end of market forecasts,
although there were some
bright spots, particularly in the
music division. However, fee

impressive, albeit patchy,
results were accompanied by
ah unchanged. .dividend,

.
prompting concerns over the
short-term outlook . for the
stock. One analyst commented:
nhe company has sent a very
canfosing message, to investors
- reasonable results and a dis-
appointing dividend. People
are worried about the near-
term news flow.*’

. This includes official Inqui-
ries into compact disc prices in
fee UK and US, potentially
harmful legislation in the US

.
over Thom’s rental bumness
-and continuing losses at its

'. unwanted defence business.
“Thom is next year’s story

”

said Mr Bruce Janes at Smith

New Court, who cited flat full-

year earnings and the looming
uncertainties as reasons for

marking the shares a hold.
They closed a hefty 35 down at
-914p. although analysts
pointed out that the stock had
had a good run. Market fore-

casts far the year came back to

a range of £338m to £348m-

Nthn Foods easier
A gloomy message from

Northern Foods, accompanying
otherwise acceptable results,

sent the shares scurrying
downwards, although they ral-

lied towards fee end ofa turbu-

lent session. They closed 4 off

at 225p in busy trade of 2.7m.

EQUITY FUTURES AND OPTIONS TRADING

Evidence that the Bank of
England and UK chancellor
caught London’s markets
unawares when they -

announced a cut in base rates
was provided by the
derivatives markets yesterday,

writes Peter John.
The futures contract on the

FT-SE 100, which expires on
‘

'

December 17, saw

enceptkmaBy-heavy turnover

erf more than 22,000 contracts

as.dealers raced to adjust their

books.
Tba rush to get back into

the market via the futures, saw
a turnaround of some 60
points between the high and
low prints of the day.
Worries that US Investors

were poised to repatriate tends

FT-SE 100 MP6X FUTURES tUFFQ £2Sper&* Indoorprint

Open. Sett price Changa. tygtk .LowOpen. Sett price Chanoe Ffgh .Low/. Eat vd Open M.
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Mar 308110 30845 -.•* .*L6i-., 31100 -30075. 2038 . 11571
Jw 309AS

.
-05 •

- •
. 0 961
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FT-SE 100 INDEX OPTION (UFFQ HOM) CIO per 4uB Jnidaot paint -
,

2000 2950 8000 3080 31Q0 . 3430! .,3000 8200

C P C P C P C P C -P C P C P C P
Ok im U T3S<2 20 « 31 65, 75. »iz f« H l&ZPzZKPz
Jan 202*2 31*2l63*i42*2 1®2 55, -SB 74b .*9 .

-38 47*2
,
VS -32*2 465 28 208

Fob 220 41 \n\ 52 145 87 118*2 85*2 • 87 lOB’HVI® « T7T*?3ZVj 210

Mar ZH Sl*z 1*5 63 «U2 79*2 138 Wfe 101118* 77*2 147^ 9 178 »5
JllTt 2B0»a73b W4K)tit 138 1« : .- \ 83*2 200 . .

cm 7 .988 Pott 10,912

EUBO STYLE FT-ae 100 eiOEX OPTION OJffTE) CIO parMhdoK point

2875 2B25 2975 303$ .3078 3125 3173 3226

C P C P C P. C P C t>. C.P C.P C P
Dec 20*2 12 WHa 17 118*2 28*2 81 38*2 SB*z 86»a »*i 123** 7 184**
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Cab 522 Pna 635 Undartftj tote** rndhm riwmi at temt tmjVparmt plcea.
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had led to a Eiaope-wide
stock market slide. Dealers

expected further weakness
yesterday and when the
December future opened it

traded down more than 20
.prints to 3,046.

When the half-print cut in

base rates was announced,
December futures turned round
to hit 3,104. Then, profit-taking

In the afternoon saw toe

contract tick back to 3,067

by the official dose - exactly

where it started in the first

place.

At that leveflt was at a
discount to the cash market
in contrast to the estimated
fair value premium of some
Sprints. Although fair value

premium'takes account of
;

interest rates it will not change
as it is calculated on
three-month money rather than

actual base rates.

Options saw sfightiy reduced
turnover of 47,700 lots, against

50.700 on Monday, with hedge
buying of FT-SE puts

contributing heavfly to turnover

of the Footsie options. Land
Securities was toe most
actively traded stock option

(2,832 tots) followed by
Thames Water (2,128).
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Food xnanufactnrtag analysts

said fee cautious statement
was in keeping wife a down-
beat post-results meeting, in
Which the ttnmpariy said tough

price pressures from the first

half increased in the second.

Downgrades quickly followed,

wife fee market range some
10 per cent lower at £l55m to
glftgm.

Wellcome upset
Pharmaceuticals group Well-

come saw its share price fall 7
to 623p on turnover of 2.8m,

with securities house UBS
active in two-way business.

UBS is a buyer of fee shares
arguing that they are fee
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cheapest in the pharmaceuti-
cals sector. However, dealers
said it also took some sizeable

sell orders.

There was little fundamental
impetus in the market to sell

fee shares but some analysts
pointed to an article in the
trade press on a rival treat-

ment to Wellcome’s anti-Aids

treatment Retrovir.

News of the decision to

launch an inquiry into the Net
Book Agreement hit J. Menzies
hard, sending the shares down
13 to 559p. W.H. Smith recov-

ered from its initial hit, dosing
just 2 down at 457p. Pentos
slipped 3 to 36p. Dixons, ahead
3Va to 270p. and MFI, up 3 at

I40p, were said to be the main
rate cut beneficiaries.

Results from Allied Lyons
came in line with expectations

and the shares drifted away
slightly to close 3 down at

568p. Brewing was again
shown to be tough, wife fee

various participants locked in

a struggle for market share.

Pressure on Allied may prove
beneficial to Bass, up 2 at -iTlp

and Scottish & Newcastle,
down 3 at 469p.

Leisure analysts said the
main beneficiary of the base

rate cut appeared to be First

Leisure, the nightclub and ten-

pin bowling company. The
shares climbed 11 to 245p, with
Credit Lyonnalse Laing reiter-

ating its buy recommendation.

MARKET REPORTERS:
Christopher Price,

Peter John,

Steve Thompson.
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A sell note from Robert
Fleming Securities, focusing on
worries about fee company’s
ability to grow the dividend,

saw BT shares sharply under-
perform the FT-SE 100 index,

closing S down at 457lAp after

above average turnover of 8.1m
shares. The partly-paid settled

fee same amount off at 205'Ap

on turnover of 6.9m.

Dealers said the market bad
absorbed bouts of selling pres-

sure late on Monday thought
to have been triggered by sug-

gestions of a bearish broker
note. Most of the selling in the

market occurred early yester-

day. they said, as institutions

took on board Flemings' views
that BT's dividend growth
“looks set to slow over the next
three years and that from 1996/

7 onwards the probability is

that BT’ds dividend growth
will be in low single digits,

around 2.5 per cent according
to Flemings, wife unchanged
dividends in poor years.**

Mr Laurence Heyworth.
Fleming telecoms analyst,
pointed out feat the recent div-

idend warning from Tain Val-

lance. BT's chairman, had
caused a slight reduction in

market expectations for BT’s
dividend growth but warned
clients “we take it more seri-

ously."

Interim figures from Voda-
fone. fee UK’s leading cellular

telecoms group were by no
means in excess of general
market expectations but were
accompanied by a half-point

reduction in UK interest rates,

a move which transformed the

rest of the UK equity market
Vodafone shares fell back

from on overnight 520p to

touch SISp at the outset of
trading, before embarking on a
strong upwards move after the
rate cut and the profits and
dividend news.

Profits of £7t5m were at the

top end of the market range,

while fee interim dividend, of

4J2p. a rise of 20 per cent, was
at the very top of fee range
and was given a warm recep-

tion across the board.
The on and gas sector was in

much better shape yesterday,

as the market responded to the

cut in UK interest rates, which
drove fee market higher, and
hopes that the Opec meeting in

Vienna, which commenced yes-

terday. will see member states

agree on a 0.5m barrels a day
reduction in overall output to

the 24m b/d leveL

An agreement on such a cut

is by no means clear cut, but
has to be done to stabilise oil

prices,” said one UK-based oil

specialist, who said the cuts
would be achieved “in bits and
pieces across fee board."

Shell attracted keen support,
closing 5 up at 686p. ahead of

the important presentation to

UK oil analysts today. Shell

addressed US oil analysts last

Friday and will face a meeting
of Dutch-based specialists on
December 2.

BP rose 4*A more to 343‘Ap as
fears of the imminent sale of

fee Kuwait Investment Office’s

9.9 per cent stake, continued to

subside. Enterprise jumped 6
more to 454p.

International conglomerate
Hanson failed to benefit from
yesterday’s interest rate cut

although the stock is often
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London Share Service.

bought for its yield attractions.

The shares closed unchanged
at 277p.

Textiles conglomerate Body-
cote International fell 23 to

256p with dealers saying that

Smith New Court had cut its

forecasts. Smiths was unavail-

able for comment but Klein-

wort Benson, fee broker, said

it was also preparing to reduce
its earnings estimates.

Exhibitions organiser Blen-

heim fell 19 to 323p on critical

comment after the group
announced a management
reshuffle on Monday.
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FINANCIAL TIMES EQUITY INDICES
Nov 53 Nov 22 Nov 19 Nov 18 Nov 17 Vr age. Tfigh 1W

Ortftrary share 2328.0 23262 2357.6 2371.4 2363.B 2040.1 341442 2124.7

Orl ON. yield >L01 400 326 3.93 3.93 4^3 4-52 3.62

Earn. yiA % M 4.B2 4.67 462 AST 4.00 6P8 638 4.47

P/E ratio nei 2720 26.78 27.11 27® 2723 2023 28-30 19.40

P/E ratio rd 2622 2454 25.16 25.41 2626 1B.73 26.14 18.14

Gold Mm 2429 247.8 245-3 245.6 242S 63.0 249P 600

TRADITIONAL OPTIONS
Rret Doalngs Nov. 22 Last Oedaralions F®. 2*

Last Daa&ngs Doc. 3 Fprsettlemero March 7

3-nmtn ad rata indcalions am sho«n m Saturtay eddons.

Cdb: Atnfnax, Antatrad. Boctron Hshh Gtondwwton, Hanaon VWc, Ka*m Syaxemo,

Latham (JJ, Mrintot Mo*"too. Navwi Bet, Setsc TV, StgneL TiaKar Has. Puts:

Qlonahcirton, KowW Syctatm. Tiohook. Transfer Tech. Puts & Calls: Amfcmx.

Amstrao, Aveaco, Nsvan Raa^ SmHhUne Beach, a.

far 1998. OteMiy ahraa Indnx since camptonrat Npi 241U 31/9/93; taw *94 26/BMfi

QoM Mhae nm ana compteuun 734.7 1S72« - taw *a£ 26ntm
ORfinary Stale Use dm 1/7/35; Gold kfinea 12W55.

Ordrary Share hourly changes

Open aj£ 7000 11JP 12JJ0 13® 1*00 f&OO 1G00 Mgh Low

231 8J E31B.0 2323.1 2342J 2339.1 23365 2338-4 2336^ 2323.1 23453 23145

Nov 23 No* 22 Nov W Nov 16 Nov 17 Yr ago

GEAQ bargain 27,509 27.0BB 25P75 27^09 28.725 24,334

Eqrfry tsmover lEmff - W52 1173.4 1562^ 14532 1219.0

Equity bargaJnaT - 29330 29.474 31.708 31559 32.378

Shares traded (mBr - 383.7 479.2 B03.B 5655 512.7

T Etewtog iMs+iwM busmass and neraaos mmmr.
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CURRENCIES AND MONEY
MARKETS REPORT POUND SPOT

Lire dives, pound firms
•Europe once again captured
the currency market’s lime-
Hght, with the Italian lire
plunging to a new historical
low against the D-Mark white
sterling rallied on the Bank of
England’s surprise rate cut,
unites Corner Middebnam.
Early in fee day, the Rank of

England surprised markets by
announcing that it was setting
its lending rate at 5-5

per cent, signalling a half point
cut in British base lending
rates from 6.0 per cent While
the size of the reduction had
been largely discounted, the
tuning came as a surprise,
with most expecting a rate cut
along with or just after the
November 30 Budget.

After the announcement,
sterling Jumped to a high of
DM15285 on relief that the cut
did not exceed fee widely dis-

counted 50 basis points and on
hopes that the move would
help boost the country's eco-

nomic recovery. Sterling closed

at DM25275, up from DM25125
on Tuesday.
Few traders expect another

cut around Budget Day, espe-

cially since the Treasury press
release accompanying the
move stated that the cut had
taken full account" of Chancel-
lor Kenneth Clarke's budget-
ary measures.
However, many market par-

ticipants still expect another
Vj-point base-rate cut in the
next few months in view of
encouraging inflation develop-

ments and sterling strength
Following continental Euro-
pean easing.

"Continental European inter-

est rates have substantially
further to fall than rates here,

and that will continue to lend
support to sterling," said Mr
Brian Martin, senior economist
at Citibank in London. He Is

calling for another ’A-point cut
in the base rate in December or
early January, and expects
sterling to trade in a DM250 to

DM2.55 range over the next few
weeks, “with a bias to fee
upside."

The short sterling December
futures contract rose 0.04 point

to 94.60.

• The Italian Lira put on a
dramatic performance, slump-
ing to a new record low against

the D-Mark on heavy selling at

the open and clawing back

Sterling ' .. .

'

Agafrat thtfDM (pM pat f|
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1*722
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1*538

some of its losses in the after-

noon.

It hit a low of L1,005 early in
the day but recovered in the
comae of the session on short-

covering to close at L994.5,
down from Monday’s close of
L987.7.

Sunday's municipal elec-

tions, where the ruling Chris-

tian Democratic Party suffered

a crushing defeat at the hands
of right and left-wing parties,

fuelled investor fears over the
passage of Italy’s 1994 budget
and the political outlook ahead
of next year's national elec-

tions. That prompted a rash of

foreign selling, sending bonds,
stocks and the currency Into a
downward spiral

But some observers said the
sell-off has been overdone and
should be used as a buying
opportunity.

“The markets have lost sight

of fee structural improvements
in the economy, and with Ital-

ian assets now cheap, positions
shmiiri be established in antici-

pation. of outperformance in
coming months," said Mr Keith
Edmonds, chief analyst at IBJ
International

Around L1,000, the currency

is “clearly undervalued,’’ he
added. Mr Edmonds expects
the currency to recover on the
back of economic growth
against the background of
recession-bound Europe and
said further gains are likely as
investors adjust to the new
political groupings.

• The D-Mark remained rela-

tively wen supported by tight-

ness in the money market and
Monday’s higher-than-expected

M3 money supply numbers
which damped some traders*

hopes for near-term German
rate cuts.

In the rireruyric money mar-
ket, fee rate for overnight
interbank funds firmed farther

as monthly tax outflows con-

tinued to drain liquidity and
banks’ reserves at the Bundes-
bank dropped again. Some
traders also pointed out feat

continued buying of D-Marks

by the Bank of France to shore

up its foreign currency
reserves was keeping fee Ger-
man money market tight.

By midday, fee call rate had
finned to around 6.45 per cent,

up from Monday’s 6.40 per
twit, al+hrmgh the ftimrteshanfr

rolled over the Paragraph 17

funds it had injected on Mon-
day.

The funds - government
monies on deposit with the
Bundesbank that it can lend to

the market to ease liquidity

bottlenecks - were offered at a
rate of 6.40% and traders esti-

mated some eight to 10 billion

marks of the funds to be in the
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Dealers hope that today's
allocation erf 14-day securities

repurchase agreements at a
fixed 6.25 per cent will alleviate

fee shortage, though they cau-

tion that large liquidity inflows

next week - inrimtiTig public-

sector salaries bloated by
Christmas bonus payments -

may mean the Bundesbank
will err on the tight side, pre-

ferring to rely on Paragraph 17
injections where necessary.
• Meanwhile the dollar
drifted lower, testing fee down-
side erf its recent range against

the D-Mark. Trade is expected
to remain thin and erratic

ahead of tomorrow’s lhanks-
giving holiday, with, most US
traders expected to leave their

offices around Wednesday's
European close. The dollar

closed at DML7010, down from
DML7035 on Monday and at
Y108.50 against fee Yen, up
from Y10&25 on Tuesday.
• The Finnish central bank
lowered its tender rate to &88
per cent from 7.09 per cent
The rate, which governs com-
mercial banks’ borrowing wife
the central bank, was last

changed on November 16.
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Norway (Wr) 7*06 -051 403 - 407 7*825 7*015 7*182 -1.7 7*357' -1.7

Portugal £4 17056 -033 500 - 600 17450 17300 17452 -85 177.12 -80
Spain (Pta) 138 +05 860-180 13805 13700 i3au —75 14056 -00
Sweden (aco 037 +056 388 - 373 8*280 80900 8*012 -45 8*636 -45
r«

ru*f (SFr) 1*9 -0503 490-490 10000 1*690 1.4818 -10 1*942 -1.1

UK M 1*866 +0511 485 - 486 1*865 1*725 1*823 25 1*783 25
Ecu 1.1285 +05036 128-127 1.1270 1.1206 1.1228 35 1.1189 3*
SDR - 15860 -05009 - - • - - - - -

Amertcaa
Argentina peed 0998 - 998 - 938 00985 00975 - • - - -

122047
375
6569
55063
6028S
1.7287

29156
15788
1773
375

15381
7.496

18456
144536

851
. 1.493

1*64
1.1021

-15
-as;
-29
-1*
_-15.
-15
-122
25
-45
-20
-15
-15
-65
-4.7
-25
-05

. 1*
22

+•1673.
-1.11
«**

-657
+3242

-37*0
-1.1 f

21JB -

-17.78

-33*8
-3857
+23.77
-2856

(Cr) 999Agi» +6.726 320 - 32S 222050 222300
PS) 1027 -05025

Mexico 9*** Peso) 35908 -05047
USA (D 1 -

PacMcAWiMe East/AMca
AustndB (At)

Hong Kong (HKS)

w

327 - 927
097 - 102
000 - 000

10280 15260 1526
35076 8.1030 3.1016

05
-a

r

15246 05
3.1058 -ar

15146 05 --1J.T8
21196 -05

- "
‘ -

- .
- -1050

1008 -05036
7.72S -0503
3157
1085

15100
7.7270

Mstaysto

+056
(MS) 29523 +05013

1025
-0*

New Zealand (NZS)

PhMptoea (Peso) 28.15

Saudi Arabia (SR) 2781
Stogapora (SS) 15 +0502
S Africa Pam) (R) 23806 -05016
S AMca (ftrv) (R) 4585 +055
South Korea (Won) 807.16 +055
Tatowi (IS) 285
Untold (Eft) 28*
Btoftrifa swnerie h the Daior Spot feto Oner c

current Meat ran. Morgan Guaranty Oagn

608 - 606
725 - 720
368 - 372 315725
460 - 950 10950
552-653
624 - 827
100 - 200
750 - 761

689 - 600
368-382
380 - 390
100 - 200
850-060
350-460

20520
15275
2650
27515
15005
35986
4*100
80700
2655
25*5

10046
7.7250

315828
10215
+W*
10235
28*0
27S06
10676
28686
45525
80600
2656
2656

1007
7.7285

31*46
106*46

15242

2781

S

1088
35795
4*17

810.16

26585
25*08

ny On last fare rtocbia)

ton for Mi 1. Brea

05 15083 15 1.496 05 -47*6
-05 7.727 -0.1 7.7355 -0.1 . -
-25 3104 -0* -
00 10217 15 106085 1.7 * +42254
-25 20701 -20- 26173 1-26

OS 15217 . 0.7 15144 00.

-3* 2778 -2.7 27806 -05 .-
10 1097 00 1085 05

'

-«* 2408 -5.7 26265 -45
-60 4*79 -28
-40 81265 -35 83216 -3.1

-25 27.105 -20 • - . -

-0* 26*415 -0L7 2271 -15
im not <*«c*y quoted to *» naW but an IrtM fay

CROSS RATES AND DERIVATIVES

EXCHANGE CROSS RATES
Nov 23 Bfir DKr FFr DM A MCr Pta SKr SFr CS Ecu

Betatron (BA) 1Q0 1270 1234 4.706 1563 4682 5576 20*6 4821 3826 2215 4.121 1562 2685 2767 3024 2468

OHS EUROPEAN CURRENCY UMT RATES
Nov 23 Ecu oea Rata Change %+Alrorn K

• rates sgetoatBcu an day can. rate

Ov.
hd.

Danmark (DKr) 53.49 10 8.740 2018 1.050 2504 2522 1056 2568 2035 1238 2204 0598 1580 1*80 1807 1014 Nadrortands 219672 218267 -000069 ' -251 468
Franco (FF«) 6100 11.44 ID 2081 1001 2865 3028 1204 2935 2329 1417 2622 1.140 2243 1593 1828 1003 Gasaqr 154864 151839 -000078 -150 • 413
Qermany (DM) 2104 3572 3.471 1 0.417 9940 1.121 4061 1025 8055 4517 0875 0096 0778 nmn 8281 nrzro Ireland niypypp pnntp?5 +0500414 -1.03 . 302
Mend TO SO.95 8.526 8025 2098 1 2385 2.888 10*4 2445 1929 11.79 2100 0949 1587 1*10 1535 1091 Spam 164250 156502 +0*88 068 1.78
Italy (U 2136 0089 0049 aioi 0542 ioa 0.113 0.438 1026 8.130 0*94 0098 0040 0578 0059 0416 0552 Batgpan 400123 406899 -0149 1.18 . 106
Netherlands (H) 1856 3.544 3.097 0592 0072 887* 1 3583 9150 7215 4388 0781 0363 0595 mas 5654 0466 Portugal 192564 195023 - 108 . 156
Norway (MO) 48.82 9.127 7.977 2098 0058 2285 2075 10 234* 1855 1100 2012 0509 1.789 1031 146.6 1.199 FTsnca 603689 856819 -00108 153 052
Portugal (Ea) 20.83 3594 3*04 0581 0*09 9760 1.099 4087 ioa 7909 4822 0558 0388 0783 0578 6267 0612 Danmark 7*3679 751983 +000427 2*8 050
Spain (Pto) 2607 4012 4093 1037 0018 1230 1086 K.lp 128.1 ioa 6581 1583 0489 0583 0727 7851 0845
Sweden P») <300 8577 7560 2534 0548 2023 2079 8550 207

*

164* 10 1.780 0506 1083 1.196 1295 1561 NON EMS MEMBERS
Swttaartand (SFr) 2407 4037 3565 1.142 0*78 1136 1080 4571 1160 itoafl 5517 1 0*62 0089 0671 7289 0696 Greece 264513 275091 +0*78 • 407 -105
UK n 53.70 1054 8.776 2028 1554 2514 2833 1150 2575 2044 1243 2013 1 1568 1*88 1810 1019 Mr 179219 191408 +1809 876 -403
Canada (CS) 2703 5.102 4.469 1085 0038 1277 1.440 5089 1315 1029 8018 1.124 0609 1 OTSS 8156 0870 UK 0788749 0780290 -0000938 -308 .652
US (5) 3214 2766 5.905 1.701

Japan (Y) 3329 8224 54.40 1507
Ecu 4271 7.612 2653 1517
Yon per MUft Daritfi Kroner. French ftroic, Wonrogfen Kronor end 3rr+dah KTOnor per 1ft tone. Eecudn Lk* +n«f Peoota

2708 1682
6034 15586
2799 1808

1508
1708
2148

7*02
6850
2340

1725
1588
1960

1375
1287

1520

2365
7758
9*24
per 10ft

1.480

1272
1.878

0.873

6200
2758

1524
1220
1*82

1

2213
1.127

1026
1000.

1225

0886
2177

1

7
-6
-9
-8
-15
-17

Eou uwtoi— eet fay BfeBiQpMn Ciommletoi QaiencHi roe fama».«xft iy toitiie tongii.
WwinamecfPB— totyEocepodtoctoiBedflnBtoeitokeunenty.CainBenoemoeeaie

' :lt»pon»nl^e<mor»»btoBgDft»acluelmut antEm cento itoe

MONEY MARKET FUNDS *

Money Market
Trust Funds
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Money Market
Bank Accounts

Utofce40totto«pfWli .

MMagnaivO— * *730 -•
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}J| ]
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I UD 1X& I M9l *
PnwaaniTlitPte-Itoa^aatam
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naii^

449 JOT I

.. .
400 3JS l --j, _

flBHH— tllin 4219 I 554 1 Or

BfUBOrl
ilsH

HamtOmiHte __
-429 3.nal+swV- <ar
4*0 40001 Aoral ttr

»toHrMom»»+.{ 429 xta I *S* >SS iia

SS 5.79

JBTfctoutoa.ECa’OT
WltojWWa. 428 UB 1 <441 Mi
HUCO-ffiuS»__ 420 . ,1+fiJ <78 M
wwnjQO». &JB 421 1 520 1 to

r~
--'

T— i
oaoojwnM

I

ub SSs S3
S2B 1M S25

! 579 <31 £75
420 UB

un | <J0 | +tor

.— *13 SJO
ub I tunHPSUb^— uo uo <oo

1
I 3J» £26 J 30J

oTSeaSnl atcPnadom AcoMBBaiMtoyi ag-nt- nsr-samn
920 UB 0.00 _00
.420..- 3*6 . <80 «r
<00 BOO <06 - Qe
290 120 122

.

OV
UO , >20 3JS Or

SPmmtflUbMtnindngMMllMrilHIU—Mto 490
lannaaiwnr— <ir .

TrmnYrtaro f~~

MSttSSm

IUTM1MM -

>Q(«OoafteMn.lfndaeWtH7«. 071-J»0094MWW—a. 726 U1 1 75 3+ft

sas=raK:lS: sal H«sMM DoBMaoaltatUd
rato 136tolrArh««rbia
1 HtoySclnder

925 32*1 9201—00
SCoiSI

071-907 6000

120 . 2211 .1541. Hi
321.-1- UOl-'toCM20DMnlMIH MonstCbaqaa ACC

wnimim— mini
n&200*_ 920 <11 921 [

-.

ra^OO-CHto 125 . 124
1
929 1 :

HJ»O+M2i0- 600 Ull 9291

<11
. 124

600 - U5 I

S Sooth WootFtaflcaFU
114toVM».UBtoEC177C «D1-eOB9*89
WiHCtoi7ai_IU0 <13 I Mil OV

£30000. ; T 520 *10 Uf f-Wl
QS20O-C48MO I <10 - 3L9H '421 6-M
XHXOOO-4242BB 438

.
118 1 420 a*Bb

EWM0-H.aW . 1129 2*4 I Moto-to

UO I <04 lo-Ml
etOAOO HUB ] 390 tffl 323 O-MOl
0200-0240- l 220 tool ISlta-to

HIM ct M OHUtto Ufa M» facto Ibl
ftVn crtoes pto*mi hr ataaaox*

tek to toot MLftto cm: Qn«i to eitonil.lp
He tot * tooautog * top pM ato am— Jto XOWOQiaOH JUtoj* top*. H CB niOMm.1
*MttMk(MM IB Oiltot

D-MARK FUTlRtZS (IUM) DM 125000 per CM TP4 W11IM9 (PPM) Yen 125 per Yen 100

Open Lataal Change Ugh Lour Est vol Open bit Open 1 ntaat Change Hgh lo* Est vd Open fart.

Doc 05860 05845 -0001

1

05671 OS832 48.094 136067 Dec 08220 09172 -00047 03250 09158 24036 69,780
Mar 05808 05805 -05017 05608 0.5794 1.395 7039 Mar 05275 09205 -0.0044 09276 00185 1.022 8000
Jun - 05792 +05042 - 8 337 Jun 09269 05265 -05030 00298 00266 15 2SS
Sep - OS774 +05042 - - 16 12 Sep • 05328 +0.0018 - - 1 39

lor eoeraiop. Bid 6w rneiOnum pernOfaed percenftQedBBHSon at On oimrl tnertet role torn ta’
Ecuatonlrto.
(17M) 8ntoa Mtd ntoi Ue euepeadnl (ron BV4. AStomnt ctoutod bp On FtoncM Ttam.

61 WUmmSASRS/SOSllMM <31580 (MHO PWpOumS

SWISS FRANC FmURS8flMMSFr12S500perSFr 3TBRla«OF4fTUWCTy4M)eaZ0OO per£

Dec 00685 06674 -00009 06704 06680 18,491 61025 Dec 1*732 1*788 +05044 1*790 1.4724 9561
Mjr 00668 06661 -00016 0.6855 06845 645 1077 1.4858 1*700 +05042 1*718 1*866 960
Jun 06650 +0.0046 • 06650 11 27 Jim • 1*640 +00030 1.4640 1*600 27
Sep - 0.6E65 +00048 - • 1 24

3^922
2531
282

Strata

Prioa Dec
CALLS
Jan ' Fab Dec

— Pirre —
Jan Feb

1*25 409 8*3 604 Oil 089 • 106
1*80 201 OK 401 040 1*0 200
1*75 104 030 208 107 2*8 300
1000 004 102 104 202 306 4,79

1025 056 089 101 407 600 605
1090 051 032 072 708 ' 70S 8*3

MONEY RATES
November 23 Over

rtgtrt

One
month

Thna® Six

mtta
One
year

Lorata.

War.
Ota.

rale

Repo
rate

Belgium . 8W 7a 06 800 600 _
week ago 9* 8V. 82 *3 7V, 940 650 -

France 6U 83 63 b>m SB 8.4S - 7.75

week ago au 61 614 6Y. 53 6*5 - 7.75

Germany 640 6.20 6.10 5.78 5.40 ora 5.75 805
mmK ago 608 6.30 6.18 5.83 643 675 675 609

Ireland 6% 6S S3 53 - - 8.7S
week ago 62 6H 6’i 64 S3 - - 075

My 9b 9fa 9'1 ar. w 850 9.12
ago 83 91+ as 8L 84 - 800 950

Netherlands 609 5.94 5.81 5.54 500 - 505 _
ms*. ar» 609 504 5.92 S66 507 - 505 -

Swikrottand 4* 4S 44 4*. 4S 6J62S 405 -
weeJr o^o 4*4 4*4 44 44 4* 6035 406 -

US J 31a as 3Vs 3A. - 350 -

wnek ago 3 3'k 314 34 33 - 300
Japan 23 2ii 24 24 24 - 1.75 -
wjr* ago 2*5 2- 2fa 24 24 - 1.75 -

N S UBOFI FT London
Interbank Fixing 34 3» 34 33
week jga - 34 3S 3* 3tt - - -

US Dolfar CDs - 209 3.12 304 156 - -
week ago - 209 3.06 3.17 346 — _

SDH Linked Do - 4 4*A 33 - - -

cvenk ago - *; 4'.

a

4 33 - - -

THRCB MONTH BUWOMARK FUTURES (UFFS)* QMIm poviU ot 10CH

Open Sett prtca Change MB* Low Est vol Open tot

Dec 9307 9307 -<L01 9309 9303 41272 202170
Mar 9403 9405 • 9407 9400 42946 155266
Jun 9654 9607 - 9558 9653 111M 119830
Sep 9501 9504 ro 9506 9600 8900 96728
THROB MONTH BUROUHA HTJUTS PUTUflU 90=Fq LI000m points Of 100%

Open Sett price Change Mgh Lew Bat vol Open toL

Dec 3095 9071 -008 9095 90.40 19484 43344
Mar 9105 91.43 -019 9105 91.10 15187 38389
Jun 9105 91.85 -003 9105 9105 3794 21140
Sep 9210 o?no -004 9219 91.62 6989 17478
THRU MONTH buro sum8 FRANCWTUmS (LFF5) SFrlm petota Of 100%

Open Salt price Change Mgh Low ESL vol Open bit

Dae 3600 9501 •0.01 9683 9500 1509 25950
Mar 96.10 96.10 - 98.12 9010 1054 21838
Jun 9807 9807 -051 9037 9808 48 8997
Sep 96*8 96*8 •051 9049 9046 412 2873
THRU MONTH BCU HfTUHBS (UFFE) Eeulm potots al 100M

Open Salt price Change Hflh Lew Eat. vol Open tot

Dec 9304 oaaa 004 9303 9303 3060 15310
Mar 9304 9450 052 94,01 9094 1663 8987
Jun 94.45 94.49 002 94.49 94*2 «23 7137
Sap 84.79 94.79 -051 94.79 94.78 4 3147
UFFg futures traded on APT

£ UBOfl imnAuPi rning tana Tro atfared nen tor Siam ipoed to On m«M by lour

* Han ojeh mrioig day TKa banks mr Bonhora Trust, Bank at Tokyo, OnOre* m
WMIePnenv
U4 arm am -Jmrn tn On domosec Money Ran. US S CDs and SDR LWfcnO DspoeM

EURO CURRENCY INTEREST RATES

a Nsbonal

m.
1 MOMIH PWOOOLLAR (WM) Slw pofnta of 100W

Nov 23 Short 7 days One Three Sfac One
term no#co month months muntter year

Franc 8*2 8% 8A -BA ad Jli- ?d 7d -7}, ft -ft
Djrr+Ji Krcra 9*4 a*. 9 - 8*4 8 lj - 8 ft - 7% 7*2 - 7L 7 - ft
D-Mirt 6*3 6’+ 6il 6,1 BU .fit. B's - 6 sii - 5S 5* -ft
dutch Gutter sh • 6 «.v - 5fl 6 - 5^ 511 - sii 5,1 • 5d 5A - 5d
fftre+i Fiunc 6” 6" - 6U - 6L 6H - BA -BA sa -«#
Ptoitugmtio Esc. 11*3 11*4 II 4» - ii»+ 12 - 11% nL - 11% 11*4 - left IOA • iu*4

Jpjprsh PeajU 9^8 9.’. Va 9% 9b -OL ft -9 312 -ft ft - 8i
r
a

Stortng 5 ,; 5la 5,4 - 5A ah -W 6.1 - sd 5% -ft - 5*a
Sonst Franc 4«1 4*3 4"S

- 45
,

45j • 4*2 4*2 - ft 4*4 • 4 *a 4A - 3!3
Cun. DoBar a\l 3 *S 37a ' 3ti 4 • ft 4d- 4d 4d - 4d 4il -<S
US Dollar 2fl a*e - 3 3d - 3,‘e 3*2 - 3% 3d - 3d 3ti 3ii
Ifjfijm Ura 10 - B 3 *b

- 8% 9*8 - 8^ ft- ft 9 - ft ft -A
Yen 25* 2& 211 - 2a Sh - 2,'. 2U- 2,1 2d - 2i 2d 2*t

Auun SSotij 3*2 2 li Jb - 2*3 3*2 2*; 4 - 3 4 -3 4*4 ft

Dec
Mar
Jun
Sop

Open

98*5
8656
9604
95.73

9647
9638
9858
8678

Change

+001
+002
+052
+053

Ugh
9648
9659
9609
95.79

Low

9645
9653
9603
9672

Eat vol Open bit

23571 306512
49514 379577
30559 290.078

27512 211554

. WTVRBS PMM) Sim par 100%

Dec 9683
9683
9640

+051
0.01
+052

9652
9603
98*0

9683
9686

Jun 9640 98.40

Sep - 9611
Al Open Intareat Spa. ore far previous (fay

EUBOMAHK OPilOW 6JFF9 OMItn pob^a ot 10QS

9662
9683
9640

1516 11.703

2552 20.167

131 3,124

2 45

CJyyr ISW lam aro tao tx rho US OoBar aid Yon. others two days’ nobes

7HRBR MONTH HHOR RITIIBM (MA71F) Pafa IntortwnK Offered rata

Strike

Prtca

9376
9400
9428

Dac

0.15

003
051

CALLS
Mar

052
009
058

ill

153
109
056

Deo

603
616
059

PUTTS

Mar Jw
602 051
053 a02
056 054

EA vaL ejal, Com S2S4 Ms 3076 Platon tay*i opm lot, Cafa 242987 Mi 11440
BUBO SWISS FRANC ORTIOIIS (L^T^ SFr 1m pofrfa cri 100%

Open Sett price High Lew Es. mi Open tot

Dec 93 49 33.49 -003 93.56 33.45 1.830 80470 Price Dec Ma- Jin Dec Mar Jiei

Mar 9403 9402 -0 07 94 32 9401 3089 81.149 9560 013 OSZ 059 002 002 002
Jtm 94.80 9403 -0.05 94.89 94.82 784 48,936 0873 002 008 068 018 003 004
Sep 9511 9612 -002 95.18 95.11 251 33,729 9600 001 0.17 044 0*0 007 007

UMI MOUTH SURODOULiUt (UFFET SI Hi panto of 100%
Est veL MBL Cto 0 PW 0. FTOnous drt open toL Cto 2B78 Pto 26S0

Open Sott price Glango Hgh Low FsL vol Open bit

Ok 36.45 9647 - 9048 5044 170 0728

Mar 95.34 95.37 - 9605 58.34 146 4532

Jun 96.03 9608 002 96.05 96.03 183 1810

Sep 35 73 9678 0.00 9673 95.73 45 479

Proton doyra vol. Cto NA Pun NBA. Pto<W opH b», CtoNR toe mm

UK INTEREST RATES

LONDON MONEY RATES
NOV 23 CMP-

•

7daya
noth*

One Three One

btotoenk Startng «4 - 3»» 6A - 5^ 5% -tfi 6H-5H «-«« 57. -5^
StartnflCOi - - SH SA 5a-« ft-Si, Pt- 5.
Tntouy W* A e l-q
a»*0Si - - 5H-54 gi-Sfi 5A-5A -

LoeN ttlhrotty daps. 8/.-41J 8* - 5A $&•$& A-P| 5&-U S& -

Dbcount mwbet dapa. 6-4 « - 5&

UK clearing bank ban faxing rate par oaal bom Novembar 23, 1993
'

Up to 1 1-3 68 85 6-12

Carta or Tk dap. (C10050q) 2M {Ai 5 A 4^
Cana at Tfa dap. utor C10UIQD i* alto- Oap+atB wfttitoHn fa cadi ll+po.

Aro. rotor rati el daceutt <9S50pa ECOO And row 9fa. Bewt Ffanee, Mbm up dayOctolnr 2ft
1893. Mned rw fa parted Nov 34. 1983 to Oec 23. 1996 8dnnna N AS UMpA Rifaann rofa fa
period Oct 1. 1883 BOot 26 1896 SchemesM* V 682Qpa Haanoa Houm BareRto Ope toe r*ov

1. 1983TW MONTH STBRUNQ FUTUPMS (L1FFE) C500JOO po+Tta or 100X

Dac

Jun
Sop

C*»n Sett price Change High LOW Eat vol Open toL

9404 94.61 005 94.72 9404. 88387 113973
9404 9400 '005 9408 84,73 36144 87836
94.75 9402 006 9408 94.74 11056 78899
9408 94.78 006 94,79 9406 5851 87787

Traded on APT. Al Open Interest flga. are for previous day.

I ORTKM89 (LIFFQ 8600500 pofata of 10093

Strike PUTS
Price Dac Mar Jun Dee Mar An
9460 014 038 0*4 003 006 012
9473 004 000 028 0.18- 016 . 021
9000 091 n no OT7 040 090

. 035
EH. to too* Cto 38141 Pto 24076 Proton dfax open M, Cto 184034 Mb 1S11S7

BASE LENDING RATES
%

AdanACntnctoy— e
MedTreatBar* 16
AJBBar* IS
MfaxyAndndnr 6s
BankcTBaroda B
BancoBR»oVbC^6_ 6
BankdCy^us 8
EbrtortKfand 6
Baokolhda 6
BankofScoOand _S5
OardayoDN* 50
BAatqlMdeHt.,._5£
•Bcwi8**y— 60
CLSarkNedarfand 6
Otfa*NA.„ _S0
C^rMarchaitsBank—.

B

OydsodsfaSonk IS
The CooparMvs Bank -50
Coufa&CO 50
CraSOyonnak —60
Cyprus Poptfa-Sank_ 8

*
tncanLawris 50
Brofa Bsr*Un*sd—7
Rnancfa5 Gan Bn*—

7

RobertFfartog6Co—5S
Qbobsnk 6S
Orton— IMwn 6

Hst2b0OTtAG2iBCb-6
•Haoibtos Bar* 60
Hottft&anlnvac 6

•HBSanuBL. 50
C.HareSCo 6
HweonQ&ShantfwL 60
JiBen HodgeBnk— 95

LeopoldJneph'S Sans53
LtoydsBer* 60
MsflhalBerttUd 50
MUandBsrt 53

*Mou«Ba*tog_ 8
JbiaiMifeMttV

l—HtesbataRar 50

i 6
a>Radu0»BB*U0.„ 8
•(tovefa—fav
Royal Bkol ScoBend— 55

GnShSIMnwiSaes . 55
SbndanJ Chartered 80
TS8 -.60
MModStorniMB— 05
Unty Trust Bar* Fhc_ 60
Wfestem Tfoat 6
WMeewfalaldfay.-. . 50
V»iMBCtei596iVHBK X

63

Member* of Brtttsh

Mwctant Banking &
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on Monday, February

The U.S. Communications industry

is currently the largest and most
advanced in the world. The changes

happening now will have implications

for the entire world. This survey will

therefore be essential reading for key

decision makers in over 160
countries worldwide.

To advertise in this survey, call:
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Antony Carbonari or

Melanie Burton in New York

on Tel: 212 752 4500

or Fax: 212 319 0704

Alicia Andrews

in London

on Tel: 071 873 3565

or Fax: 071 873 3062
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OX 23 18 4017 28%
OX 1J 13 2853 48% 48

26% 26% -%
37 J7 %
S ^ rt
45% 4B -%

a a ^
irt irt
31% 31% -%

i10% 11
.

25% 25* rt
X X* rt

40% 48% +1%

AMEX COMPOSITE PRICES

Stock Ml
MonCpr
MrUagu
AJrEw OX

'

Aha Inc

MpbBtad
Am ter Pa IX '

AnlMze A 06C I

MUM 005
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16% irt irt rt

BU Ocean ox i no * * *S OX 33 5 19* 19* 19*
BdAMTA 004 22 80 « 3- .

Bury RG 10 130 10* rt 10* rt
MThd 0X 13 38 7A rt 7^
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S»J5bt 040 23 SEM ll Irt rt
BWa Mas 050108 .6 23% 23% 23%
Bn-RadA « 27 11%tfl1* IlH rt

Start A 050 31 I* 23* =3% 23*
Qatar Pb 42 200 B% ,

Bow VXn 45 23 11% 10% Irt -*
tolS” 49 427 4* 4 rt
Rram-ffl (LX 10 209 18 17% 18 +*
b£k»A IX 11 152011% 11% 11* rt

CatEqor 171344 17% 17% 17%
(taprap 0 IX 1 B 1

Canrirn OX 13 19 10% irt irt - >
cm Muc x ox is 24 ii ’rt rt
CtmtnA iun B 686 4 3j6 *

OonAin 8 4 4 8n W
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CMea
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CraasMA
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25 228
341110

001 203,
030 5 324

17 4
' 9 75

004237 205

040 B 9
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X
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( 13 24

15 12
19 823
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007 55 4916

OX 12 13
7 186
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13 455

050 13 16 35% 35* 36*
3X11 10 7B% 70* 70*
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3 ® 5 4% 4%
131406 35* 34* 35%
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HBBtn 02C 16 381 36% 36* art rt
HeatDiCh 5 X 3% 3% 3* -A
Hadttwt 3 57 2% 2H 2%
HakaCp 015 X *100 10% Irt irt
Han 12 879 3tt 3% 33
Hom&H* 92 380 *8 AJ
HmantaiA X 2» 14% 14% 14%

at Cup * za 6% s rt rt
taxtnvCp 012 Z7 48 11% irt 11% +5
H. Cun 54304 0% 0% rt rt
Htanaan AB 151 14% 14* 14* rt
Hunk 112 0 158 ui i *
UtffolCta 0 380 % S *
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ML E 109s
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PUH
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PM ID
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Ply Gent
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35 82
034 W 361

010113 634

OX 2 14

IX 27 X
023 10 502

050 16 X
012 23 162
054 16 15
010 1 552

^ ^22 21 X

44 327 12%
10 42 13% 13

X 11 rt 3
27 84 10% 16

15 37 2* 2

24 206 8% 8

70 440 2% 2

0 240 %
12 SS ID* 10

7 X 24% X
i irt rt

24

.IX- 9 X 32% 32%
OX 15 204 X% 22%
OX » 424 16% 18%

12 47B Jtt %
25 93 5% 3*

35% rt

a
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24 645 23% 23% 23%
4 131 39* 35* 35%

044 ZT 603 25% 24% 25%
OX 3 61 4 d3% 3%
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2 45 % A %

. 10 188 4% 4A rt
31 201 23% 52% 22%

056 761000 25 24% 2rt
OX 19 B ID* 10* ID*
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X IX
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72 650
33 IX

040 X 348
0 7
10 485
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IB 70
238 541
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29% 20% X%
8 5% G

2% 2* 2*
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Aouom Cp 406 r CD* 21v *1% Defcam
AdaptBdi 17 6305 34* r* 34 - % DM Con;

ADC Tee 30 2483 33% 31* =1% *2* DettaCSt

AuomctHi 55 195 18* 16 irt ** Dep Cry
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my iM baa mud »• pMod tarnJw 1. wtaUg to knaarin

paid, tomi MpHrty mapmddMadm to" hr toim adyMCMMitaAMniMlUiimtoa
toM tototom. Slim Hpnam ataM^

_ ... .

•mnd sba m(L an d Wrt to iMMM.
E^ryfetog dMUnL AHMM. ihm iwriy tM. aOMdana dtoit or tod

hpmadhfl 12 nrti gAtond m toh Mk.Mu_«» i»
aoHamne* mt hdMUad totoad atar *.MM

_

OMwd.
.
>tad-

MMIk yen. HUM, Maned, nr aa actoi tdan ri Mas iMtori

aang. MridM totoM or pdd M» yaa^aa aawM«to» ton inMm h aim imwi tan hw nd 52 taM. Tka ICQvkn

J?
yf-

GET YOUR FT DELIVERED TO
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AdiamtC 9 303 11% 11% ii%
AovLogc 4 loss 3* 3% 3* -4
ttiPuiym 7 ir 5% 05* 5* t*
ACulcnun 43 3S9 w* 17 17

Adanb 017 19X68 36 33* 36+2*
Aflyma 12 496 16* 15% 16* +>;

Agency He ie 200 io% io% ic* -*
AgmcsEj 0101M 2063 14* 1J% 14

Aka ADR 076 16 727 46* 45% «% +%
Aldus Cp 4i 770 ji* 20* 21* -*
Ahfin 088 18 453 X* 24* X .*
Afleph&W 15 1G5 7 6% 6^
Men (Up 050 13 7100 31* 31* 31* -*
AGanFh 5 Si6 9* 7% B *
MdCacfl IX 12 2<3 15* 014 14* -*
AH Cap 080 11 262 13 12*13% rt
AkxfeC 03250G 26 5* 5 5 rt
Alta Gold OK 3 305 1% 1ft 1% +3J
Alura Co 33 0135 3% 24* 2S% +1%
Am Banter 0.63 9 7W 25% 24% ?4% -%

Am Cry Bu 22 :100 2«* 2<* 24*
AmManao 21 247 X* 20* X* rt
AmUedEI 22 1014 13% 13 13 -%
Amsuwa 032 32 1631 6% 5* 6* rt
Am Fitwys <5 397 ie* 17% 18

AmGrtA OX 17 3482 X* 27% 29% -*
Amei h» 0 162 % O]

1

] %
AmerimPa 0 <096 A A U
AmftUn 120 8 29 55 54 54 .*
CmrFDK 46 6145 X* 21* 21 *
Am Iran 9 549 12* 12 12* rt
Am rami 1 UK IS \l *
Amgen Inc 151SX6 44* 43* 44* rt
AmteUiCp 0X 44 2275 27* 25* 27 -1

Amdftl 4 21M 5 4% Ail

AnakQU: 13 £70 «% 13* 13% rt
Analysts 048 IS 6 17% 17.% 17% +%
AnangdAra IX 17 27 17* 17 17* -*
AmtewCp X 1955 31% 30 31 +%
AndnaAn 8 193 K* 13* i< rt
Apogee En OX 32 39 14 13* 13% *%
APPBU 8 3277 4% «* 4* +*
Appu Hat 3411039 X* 30* 32% +2%
AMfcC 048 <516868 33 31* X rt
ApcfeUtt 004 42 1X1 25% 24* 25 *
Altar Dr OM 42 393 18% ie 19% +%
Arden 021 X 143 23% X X rt
Argonaut IX ID 236 31* X* 21*
Armor Ai 064 15 758 18% 16* 16% %
Arnold h 040 18 64 39* 38* X* rt

ASK Grp 350 956 1<% 13% 14 +%
AspeefTa! <1 1525 3S1. X* 34% +1%
AssacComm 675 327 X 26% 27 -2

ASTItacn 1310500 22* 21* 22*
AOuTSOn 35 86 9 8% 5-4 -%

ABSEAlr 028 27 1930 34% 34 34t2 +*
AiddSk 0.48 18 £7<8 43* 41% 42% +%
Aumtnto 14 191 4 334 37a -%
Awmdaie 032 50 479 7% 6% 7% rt
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BEI B 00a 7 204 8* 6 6 rt
BdAwes 23 2757 20 2&I 27*
BdvfiW 805 H dA ft

Bator J 006 11 1149 l87a 18* 18% rt
BktanLB OX 11 B 42% 42% 42% rt
BdtadM OD4 23 985 16 15*15*
BarKUC IS 98 21 20* 20% rt
BnftSoim 032 101683 14* MM* rt
BantenCD OX 9 19 17* 17 17*
Banfcnom OX 14 864 18% 16 18* rt
BaddMna 020 23 196u32* 31% 32* rt
BadaGeo 046 171058 32* 31% 32 +*
Basset F OX 10 167 32% 31* 32% -*

Bay tow 0X22 827 23* 2 23 rt
Baybante 1X101505 44* 43>2 44 +*
BBSTRn IX 9 760 30* 29* 29% rt
BEAm 26 582 11 10% 10% rt
BaaucCns 029 34 1 08 12* 11% 11%
Ban&Mrry 16 319 17 16* IE* -*

BarideylM 040 12 5522 32% (02 32% rt

BHAGrp 0.1214 7 ID 9* 10

BHAOp 19% 18* 18*
BhC 45 IX 6% d6% 6% rt
BigB 012 15 146 11 10>2 11 rt
BhdayW 006 13 118 11% 11% 11% -%

Blogan 23 2673 36% 34* 36* +1%
Stand 165404 10% 10% 10% -*

Block Dig IX 10 191 32 31% 32

BMCSuRw 163301 « 47 47% rt
Busmens 124 102B85 28* 27* 77% rt
BnbEeana 027181016 19* 19* 19% rt
BUsaCbA 03514 % ft * ,

Boob SB 13 316 a* 26 26* -*

Borland 9 5369 1E% 15% 16% +%
BosamBk 076 6 56 38 37 X rt
Boston TC 381365 8* 9* 8%
BradyWA OX 15 4U38* 37% 37%
Hand Cun IX 26 19* 16% 19*

Brans 02017 256 9% 0% 9*
BrunS 034 16 632 rt 9% B*
BSBBncp 076 6 71 »% 38% 39

BTSHpng 0« 0 231 3% 3* 3* -*
Buffets 383430 23* 22% 22% -*

BMdaUT 31 203 13* 12* 12% rt
BtmvSS 5 477 4jj 4,‘i 4jl

BuiBrwn S 705 rt tfc% 5% -*

ButtoBSdl 88 M 31% 31 31% +1

ButtaMg 16 137 24% 24 24% rt
Mar 7 4 6% 6* 6%
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CTaC rar 801 25% 23% 25% *1*

CaMUed 576 198 5% rt 5% rt
CadSdaa|£ 055 15 135 27* 26% 27 +*
CHtousCumOra 14 5 11* 11* 11* rt

Caere Cp 84 821 7% 7* 7% +*
Cdoens 2X ID 1824 14* 13% M* rt
CdMau 24 921 25% 23* 25* +1%

CantxBb 3 552 3* 02% 2% -*

CandetaL 2 92 4* 4* 4* rt
Canon Inc 059174 zIM 66* 66* 68* rt
Canode 1 X 3* 3 3* rt
CanUM 012 25 477 45 44* 44% rt

CareanCm 058 21 15 22% 22* 22% rt
Cascade OX 17 2 21 19% 21 rt
CaseyS 015 16 107 2i 20* 20% rt
Cdum 6 759 7* 6% 7 rt
CBtoter 5 760 17% 17* 17*
CBICp 16 83 11* 11* it*
CanraTef 141533 5% 5* 5%

, Cantocor 3 4895 12% 12 12* rt
CnOIRd IX 10 389 27 26* 27 +*
CntdSpr 36 35 13 12* 12* rt
Chandkr 12 426 u5% 5* 5ft -nV

Chapter 1 048 7 1457 19% 19* 19% rt
CnrmSh 009 17B740 12% 12* 12% -%

Checkpt 31 796 11* 10% 10%

Chemtegn 22 191 4* d4 4* +*
OwmtaD 18 100 13* 13 13% -*

Cnendb 3 66 fi * *
Chanpoww 16 7 3% 3% 3%
CNpsETa 21716 6% 6* 6*
OaranCp 77 5836 X* 7E* 80^4 +2%

CtonRn 1.12 14 844 52* 51* X* +*
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Daupr.dfp OX li 242 23S22* 25% rt

Deo Saps 020 18 2*.a 6% 5* rt rt
BeCdB En CL22 24 41 16* 16* 16* rt

DetaOGe OX 521703 3:% 23% 31 rt
Detosnaa C« 11 279 23* 22% 23 rt
DM Corns C12M6 24 22* 24

DeflaCSra C.1S 20 122 16* 16 16* -*

Depcty IX 7 321 57* 27 27 -*

Oe»«n 026 3 3E9 rt 6* 6*
DHTesh 12 S3 IS* 15* 15* rt
DorrE S 072 10 X 3S* 25* 36

Eag us 1E1CE3 16* 12* 19U +1

Dig MOT 72 iSS2 22% 25% 22 rt
Dig Sand < «19 1% i* 1* rt
Dig Syd 8 233 3% S% 3%
Drora Cp 1< 355 X* (20 30* -*
Oboe tm 020 15 7£fi 9* US% 9* rt
DMA Pant £ 254 6 5* 512

Ddlar Gn 020 34 4120 24* 22* 24 -*

bom Seda 044 55 961 (27* 25% 27

DoretiHtn OX 21 122 16 15* 16

Dreafngv I0 23£i 13* "% 12*
Dressflan 14 477 H% 12* 12%

Dray CD 024 24 270 39* 28* 29* rt
Drug Erapc OX X 173 5 4% S -i
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K Bancor IX 9 147 17% 17* 17% rt
Durum QX 25 150 33 22% 22%
Durr Fill 0X24 8u33* 32% 22%

CryrasSvCJ 0 5%%%
Dttatscti 13 39 2<* 23% 24* rt
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Gape Fa 8 77 5% 5% 5% rt
Easel CP S 7403 <% <3% < -*
a.—toimH t 156 1* 1 ft 1ft
ED Ta 018 29 4378 23* 21* 22%
Egghead 47 992 3* 8* B* rt
BPasaB 2 470 2jJ 2% 2?i rt
Bectrto 21 SO 12% 12* 12% rt
Beorlut 082 36 34 36% 36* 36*
EtaSAris 47 6129 35% 33* 35* *1%
Emccn Ass 25 73 3 7* 8 rt
Emuten Cp S 270 6* 6* 6* rt
Engyvmn im 1593 15* 15* 15* -%

Enjnsob 012 23 22 15% 15% 15*
BwtrSin 73 K 2ft 2ft 2ft

Ennui Inc 4 1238 £% 5^4 5% rt
EquttyOD 0.10 t£ 215 4% 4* 4% +*
Encsjrm 04811131946 41 »% 40* -1*
EuaosSm 17 58 18 17* 17*
Evare* 0 326 % a* %
Exahyia 21 1753 15% 15% irt rt
r«raMrn- 13 27 11* 11* 11*
EKUUBec 13 25 16* 15% 15%
Expeml 010 15 243 14 Irt 13* •%

EnsrpAnv X £24 13* 12* 13*

Fad Grp 14 41 5 04% 4%
FarrCp 024 7 530 6% E% 6% rt
Faaeml 003 X 552 30 29% 29* «%
FHP hfl 16 993 25*< 24* 3*% 4*
Rtrenes I 71 6 5% 5% rt
nfflilltrd IX 15 2« 53* X X* -%

FatyOfl 32 1938 9* 8* 9 rt
Bgga A 024 35 555 12% 12* 12* -*
FUenat 23 376 IB 17* 18 »%
FstAmama IX 10 3955 zo%<£9% 30% rt
First Am OX 8 1484 28% 28% 29% rt
FSBcOnto 094 11 £9 26* 25* 2S*
FstCoBK 055 16 813 19* 18* 10% -*

FstSaay 092 9 1905 25* 24* 25 rt
F£ Tem IX 10 997 37* 36% 37* rt
Fawastn 038 6 21 7% 7% 7% rt
FstfedUk 048 10 341 23* 23 23*
Firmer IX 12 123 47* 46% 47*
Fkanus 23 33 6% 6 fi* rt
Rsarv 27 452 21* 20% 21 rt
Flow hi 26 1334 8% 7% 0* -A
FooittA 009 IS 950 5% 5% 5%
FooULB 0X 271490 6* 5% 6 rt
Foremost IX 11 3677 34* X* 33* rt
Fnredmr 17 *19 17 15* 17 +*
FTuneflanc 030 35 319 29* 26% 29* +*
Foster A 32 1» 3% 3% 3%

,

FfthRn 104 10 417 29*025% 26* *
Fremont G 10B B au41% «% 41*
FaEastn 1.12492 IX 24% 24* 24% rt
FstFM 040 B1816 15* 14* 15* rt
FstHuol 1.18 9 2562 24*d23% 23% -*

Flier HB 056 15 IX X* 32% X* -*

Fidtrfta OX 13 4 24% 23% 24% rt
Firm 024 IB 56 M* 14 14* rt
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Janas uad BiO 23 S3 u* 13% 13% -*
JostynCp 1.16 11 117 ^ 24% 24%
jSBFh 064 ifl 216 23% 23% 23% rt
JUOLQ 024 21 1616 u20% 19% X* t%
Judin 0.16 102997 15*012% 12% -*

K Sores 12 235 22* 20* 21% -.1*

Komar X 044 5 1183 »* 9 9* rt
KocnerC 0X 25 238 9% 9 9%
UfOOnCp 040 121245 20* <9 19% -1%

heaeyon «s m ii* io% io% rt
Kelly Sa 094 24 X 28% X 28*
henCentrt 044 1 1167 3% 3% 3%
Kentucky Oil 11 X 6% 6% 6%
UmOM CLSC 19 298 32* 21* 31% -*

Qrsana 39 38 8% B* 8% rt
KLA hst 41 4273 21% 20*4 21* ->%

Knowledge 7 335 i5* 14% 15*4 »*
Komaghc 14 3118 16* 15 15% -%
KuBcteS 10 7813 13% 12% 13*
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Prassxk 92 474 25* 24* 25 rt
Praam 012 1 M 4* 4 4

WOPS 719090 18% 17% 18% rt
Prate PU 125 252 8* 5% 6* %
PtWrari 10 149 7* 7* 7* -*

Pina 0» 024 25 41 29 2S* 28% rt
PrctecU IM 14 461 X* <9* 50*

PUHzer 054 12 610 29* 29 29

PirtomB 012 13 444 16% 16 16% rt
Fyano 222384 15 13% M% *1%
Ouadralsg 14 < fi

1^ 8* B*
OuaterChnr OX 29 35 16*d15* 1S>2 -%

QusIFuad 020 20 IX 28 2fi*28*rt
Duaaun 52 2X1 14* 13% 13% rt
OKtadv 20 209 11% 11* 11% rt
OVC Netwk X 2578 50 48* 48% -%

LDOSA 329 5035 X* 463< 49%
LaPetito IB 10U10* 9% 9%
Ladd Fura 012 X 39 9* 9* 9% rt
Lira RSCtl 29 3113 »* 28 28* rt
Lancaster OX 21 313 45* 44* 44% -*
Lares tac 096 19 IX 20* 20 20* -*
LaiamkCpn 33 IX 23* 22% 23* rt
LawpUCS 31 269 18% IB 18 *
leserectw 73 IX 5% 5* 5% *
LatsceS 1115798 14* IS 13* rt
Lawson Pr 048 2D 335 23 27* 27* rt
L0I Cp 010 B 495 rt 7* 7*
Lecaara 12 2521 11* 10% 10% -*
Legem Cp 131460 24* 23* 24 +%
LtotytoESC QfiP 15 BB4 X 29% 29% rt
Ufa Tech 020 14 48 I6*dl5% 15% rt
uwac 17 171 4* 3% 3%
LOytndA 036 23 490 23% 22% 22% rt
LhBr 78 645in%no*no% -*

LBCdnF IX 9 IX 27% 26% 26%
LhCdnT 036 IB 394 37* 38 37 rt
UndrayW 13 36 31 3D>4 X* rt
LtamrTec 024 31 2241 34* 32% 34* *1*
Uoufin 040 SO 35 39* 38 39* rt
Laewen Gp OX 32 IX 24* 2d% 24* rt
Lane Sta 171699 7* 6% 7* *%
LtmsO <9 9947 46* 43 46% +1%
LTXCp 23 2340 4% 4% 4% %
LWW 5X 12 14 125123*123*

MCI Cm 0X 2024967 25* 24% 25 rt
IIS Car*l 191107 22* 21% 22* %
Mac MSI x 0X98 X 15% 15% 15%
KamconGE TX 13 30 34 X 33 -*

Magna Pwr 17 112 37 36% 37 rt
Mated »P 07213 519 19% IB* 19% rt
Mall Box 19 IX 12% 12* 12* rt
mPtoWDC IX 35 293(131* 30* 31*
Macau Cp 42 2ZB 11* 10 10* rt
Marine Or 22 721 6* 5% 6*
Martel Cp 10 » 39 38 38* -%

Mamma 0 38 1% 1% 1% *
MarUia 16 X 7 8% 6%
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nay
Fosterops

Raymond

Aecoeui

AeganeyCr

RaUte A

Rephgsn

Hep W23B
Hesrahind

HevXfrs

Rant Ira

RrverFa

Rooms

- R -

191354 21* 19% 20% rt
35 258 ll* 10% 11* -+*

3 528 7% 7* 7*
23 X 17* 16% 18%
23 338 25* 24% 25% +%
47 179 ulH If J lI3

13 42 14% 13% 13%
5 690 ff74 7* 7* -%

16 246 3* 3% 3ft rt
15 781 9>2 8% B% rt

Cams Cp 014 29 656 29* 28* 29% rt
QmtsLdC X 8856 33% 31 33% -*4%
CSTaeh 181 1532 3% ,0% 3% rt
Cbgo^S 3817411 57* 55% 56* +1

CcBancp IX 14 122 26* 25% 25* *1

OeanHU 16 X 7* dS% 6%
QBbDt 40 171 11%d11* 11% rt
Ckfliestni 14 501 8% 8 8% rt
rvrarintafl ax 21 131 36*2 35* 364: *1

CodaEngy 117 543 6 5% 5% rt
CodeAtam 20 227 11% «% ”% rt
Cognac Cp 21 8522 15% 12* 13* -2%

Corns 25 179 8% 8% 8% rt
Ctuvuem ii 300 i3* IS 13* rt
Caixm 23 1 947 X X* 28* -*

CaMGta 124 17 44 23* 22* 23* rt
Cum G<p OX 11 214 30% 29* 28* -1*

Cottar OH 22 2061 31* 30% 31+1*

CmcfflA 014 29 537B 35* 34* X* +%
CmcsJASO 0.14 1912610 32% 31% 32* +*
CunraBeMOX 10 53 27% 27* 27* *
Comma 070 84 706 16 15* irt rt
tanprtabs S26S5 13% 13 13* rt
Cnadure 27 33 10 rt 9%
ComtocAR 38 642 3ft 3i* 3ft

CnAp IX 33 631 45% 45 45*

Conaflhan 11 242 8 7* 7% rt
OaiataB im 34 142 irt io% 10% rt
CtxtaKta 25 421 Irt 15 Trt

,

CstnOata 6 60B 9* 9 9 +%
CoosA 050 22 880 17* 17 17% +%
Cnpytsto 1181872 12% 11% 11% rt
DOdSS Cp 3)2709 43* 42* 43* +*
Cratara IX 1D40Srl 26% 25% 2S% rt
Corp 01 A 26 53 8% 8* 8% rt
Cocker B OJE 33 2817 27* 26* 27 -%

Cray Comp 1 481 2% 2% 2%
Cnstu 1.12 15 854 41% 41* 41%
Crawl Res 4 632 4% 4% 4% -Js

Cjftegm

GO App 9 34 5% d*% 4% *%
BMSav 007 222741 21* 19% 20 -1

Gartta 1 758 1% ffl% 1% -%
Garnet Rs 19 5 4% 4% 4%
GsMCO 018 4 112 6% 6% 0% rt
Gander 251101 37%d34* 35%
GeUBhd 040 13 8 13% 13 13

Gertyta 23 3208 3* 3 3]J

GeredoPh 12 1225 25* Z«* 2A% +%
GetlBCp 400 532080 27* 2512 2^4 -1*

Genus he 3 308 3% 3% 3%
Genzyme 18Z721 32 M* 31% rt
GmgMyM 18 4 0* 9* rt
GentyOl 2D 1178 16 15* 15%
Storm Gt 040 14 357 20% 20* 20% +*
QddhBsL 012 172256 23* 22% 23 -*

GttotA 0X 15 203 15d14% 15 +*
GfcnBhra 10 » 5% 5 5 rt
Good Guys 221769 13* 12% 13* +*
GnitePmp OX 2G 465 25% 24% 25

GradcoSys SB 216 3* 2% 3* rt
Grama 020303 303 20% 20* 20% -<8

Great Am 002 0 173 p A A
Green AP 036 20 IX 23% 22% 22% -1

GmwdiPti <1257 3% U2% 3ft +ft

Grossmans 1 590 2ll 2% 2%
GmdWtr 612 151 12% 12* 12*

GTICUp 181691 25 23% 25 +*
GbWSvg 77 765 7* 6% 7 -*

- H -

Kiting A 117 9 6* a* B*
KartevyM OH 12 450 25 25* 25% +*
Harper Gp 020 13 202 i<* 14 14* +*
XOSCo 030 33 953 38% 37% 37* +%
Heanncar 19 3738 X% 197a TO1! rt
Heakhcra OX 17 1G25 10* 9% irt +*
Urtadutyn 10 609 7% 6% 7% rt
Neatmhf 10 350 6 d5% 6 +%
Hoctdnger 018 16 404 10* 9% 10% +*
HaeMnCan 10 BS 27* 28% 26%
HdenTiuy 10 229 16* 16 16*

Hogan Syc 015 31 164 10% 10% 10* +%
HotapK B 109 3ii 3% 3\i -ft

Hama Bant 038 9 14 22* 22* 22* rt
Home Wr G 26 4% 4% 4%
Horae Otee 072 21 32 19 19* 19 +*4

HmasyOU 2 XI 3* 3* 3* +*
Hon bun 040 23 243 23 27* 28 rt
Hombeck 22 751 18% 18* 16* rt
HorsARes 030 14 4 3* 3* 3* rt
niLJ9 020 22 2059 21% 21* 21% rt
HudEfEnv 2 636 % ft %
Hunttoglu QX 9 5145 21* 20% £1*+1*
HoreoCo OM 1 B 2* 2* 2* +%
KutdiTedi 18 694 29% 28* »% rt

HycorBto 13 279 4* 4% 4* +%

5 925 6% 6% 6% +%

- D -

DSC Cm 4404291 57% 56% 57% +%
Dtrtberg 012 28 zltt 21* 20% 20%
OertGrau 113138 rlH XXX,
DataGwtcn X 294 2 lH 2 rt
DaUAtx 1914M ^3 5% 5ft +ft

DM2SC0P8 15 136 15 M* 15

- I -

FHSys S2 36 8% 9* 8% rt
CFW 475 277 4% 4% 4%
IDS Cntmts 403881 X* 41* 43% rt
ffibfd 24 346 25% ss% a% rt
aohe 0 a ft dft A
huncra 28 363 6 5* 5* rt
annum 57G71 X% M* X%
hunuaaMt rIM 24* 24* 24*
bnmuwgen 10 Bi2 10* 9 10% rt
knpeilBc WO 16 222 12* « 12* rt
insnra 0 48 * oft *
BU Bancp 1.10 49 5110 35)2 34% 35% rt
Mkfl OH 15 Iff! 14% 14* 14% +%
Hte 40 793 X 34* 34% rt
kdarmtx » 5720 18* 17 18* +%
btaeMU OX 16 27 9 8% 8

tmateOn 26 4163 13% 13 13% +%
tagtdSys 23 200 ID* irt 10* +*
hnmut 35 X 0 5% 5%
kael 020 122095E X* 58 58% +1%
hadB 9 355 4* 4 4* rt
MOHS 132 41 «S80u24* 22* 24* +2%
inttrlBl 211142 9% 0% 9

MsriceA OH 20 1277 14 13% 14 rt
hlgpD S 1835 10 B* 10 +%
Mete* 14 1059 7% 7% 7% +*
htenhs 9 550 9% 9 9*
Wantac 261221 15% 14% 15

WDtayOA M 137 16% 16* 16% +*
Mtte 10*28 241 4% 3% * +*
niUM 7602378 15% M 15% +%
tarxara 001 18 IX 24 X* 23% +%
Iomega Cp 300 210 3* 3 3

tanwfx 151498 17 16* 16% rt
turokah 130 31 15 203 203 203 -%

JSJSrack X 238 18% 18* 16*
Jaraulnc 129 28 31 11% 11% 11% rt
JLGIad 110 23 247u21* 19% 21 +1

JdhmoiW 279 54 22% 22 22% +%

Martel Cp 10 » 39 XX* -%
Itaptost 0 X 1% 1% 1% +*
IfeitaB 16 40 7 8% 6%
MarctlSnAA144 11 59 12011*11% +*
Hannan 198 112319 3% 21% 21% -*

Masco Ind 106 41 2115 20% 19% 19%
kbdrnM X 826 40* 39% 40% +%
Marta Cp 1 1794 7 6% 6% -*

McGrath R 140 11 12 13% 13% 13% rt
McCormlc 144 19 4627 23* X* 23 rt
UcCawC X 4370 E* 51* X% rt
MECASntt 4 10 6% 5% 6%
Med hog 0 565 1 % tl +ft
Ifcdaxbc 114 10 14 14* 13% 13%
MeOcfewS 148 14 1812 24% 24 24 -%

Metondna 124 7 100 E 5% 5% 1*
Mentor Cp 116 40 365 13 12* 13 +1

UentiG 024334 2957 13* 13* 13% rt
MananLB 0X 101395 16* dl8 18* -*

MercuyO QfiO 8 16B 29 X 28% +*
MerUtai IX 11 1272 29% 28% 29% +*
Merisel 17 16» 14% 14% 14% *
MeffudeA OX 12 E50 12* 12 12 rt
MlcfawlF 120 X 484 8 7* B +*
Mch Maffl 200266 356 59* 58* 58% rt
IftnHBIl 10 60 8* 5% G -*

Mtanage 18 781 X 30* 31* +1*
Mcrocsm 2 1X1 4* 3% 3%
Mbgrab 26 IM 7% 7* 7*
Ucrpofia 112457 7% 6% 7*
MfcSft 2330576 78* 77* 77* rt
IffldAdM 22 2163 20 19* 19% rt
MkSsnhc IX 21 2341 23* 22* 23 rt
MdaouUi 22 5u20* 20% 20%
MdwGnh OX 19 62 24% 23% 24% +1

MBerH 152 25 368 Z7% 26% 27% +1

MOUri 0 47 % il %
MDcon 193382 X% X* X* +4*
Mamed) 12 238 9* 0% 9*4 rt
MoUeTel 6615358 24* X* 23% +1%
Modem Co 020 14 74 7 6* 6* rt
UDdhe Ml 046 20 B23 27* 26% 25% -1*

lUea OX 1374 31% 3914 29* -2*

Mater he OW 2fi 728 33% 32% 33 -*

Moseom 004 12 454 7% 7% 7* rt
Water* P 038 77 X 29% 28% 28%

Mr Coffee 1* 115 9* 9 9*
MTSSys 048 14 3 2&i 27% 2B* rt
Mtnud 17 870 37* 36* 37% rt
Mycogtn 5 407 10* diO ID* rt

- N -

MAC Re 010 15 803 26% dX 20 -%

UriiFnch 072 11 446 19* 018 18% +*
W1 Pizza 10 IM 6% rt 6%
MstCoratiu ore 21 SO S3 52* S3

NUConpi OX 12 340 11*011* 11%

Nil Data 044 241349 19 18 18%

Mrs Sot 020 18 5 11* 10* II*

Navigator 2D 59 U39 36 36* +*
NEC 046 37 58 39% 39* 39% rt

IMcv 15 465 23* 23 23* +*
NdwkGen 21 1579 13% 12% 13* rt
HetwkS 5 778 8% 8* 8*
Neruogen 27 720 7 rt 6* -*

Mrgna 024 24 624 20 19% 20 rt
NewEBus 080 22 2*2 17* 15* 17 rt
Newtmgge 1010S3 14* 13* 13%

MudgeMal 70 2426U46* 43* <5%

Kewpri Cp OW BS 115 6* 5% 5,i -ft

NaMM 53 732 9* 9* 0* -*

Nanfeon 056 X 344 51% 51 51* -%

Ndstrm OH 22 4314 35 M 35 *%
Human I 12 IB 16* 15% 16 rt
N Sta Un 98 235 5}J 5% 512 +i«

N Earn Be 072 0 470 5% 5* 5ft

NonmTa OX 13 1172 X* 37* 37* -*

NbKi 29020974 23* 22* X* +%
KoMflUS 324995 26% 23% 26* +2%
NSC Core 19 201 G 5* 5% rt

- O -

OOtarteys 23 S 14 13* 14 +*
Odd Com 19 1780 23 24* 25* -%

OffEtnLg 17 77G 16* 15% 15% +%
OgtauyN 180 2 239 22 20* 22 +*
OH0C5 204 10 202 X* X 59% +*
OMKeU 1.16 9 411 30%-30* »% +*
OH) MaUB 084 16 537UX* XX*
Ortmcore 158 81330 33 32 32* -*

One Pm 171029 18* 17% 18* rt
OptktaR 13 SB 14* 13% 14* +*
OractoSx 531740* 31* 29* 31* +1%
Orb San 48 69i 17* 17 17* -*

Orbotecn 099 40 263 14% 13% 14* +%
OrdUSupp 18 1963 17* 16* irt -*

OreganMet 031 <3 iflO 4% 4* 4*
Os&sp 10 32 5% 5* 5% rt
0s**8A 141 23 1350 18* 17% 16

OshlUBhT 050 12 32 9* 8% B% -*
OtterTta IX 13 40 31* 30% 30% -%

HUM 069 25 2361 71% 70 71% +1

Ram Ira D »1 <* 4% 4% rt
River Fs 056 11 10 38% 37% 38% rt
Rooms 1<0 191774 X* 64* 64* -1*
RoctiSvBk 056 3 435 15 14% 15

RmsevUt IX 8 373 42 40* 41* -%

Rose Sir 13 3675 17% 16% 17% +1*
RofechMed 17 317 13% 12% 13% +*
House 168 75 498 18* 18 18

RPM Inc. 05! X 891 17% 17 17% +%
RSRn 048 12 IX 20 19% 20 rt
RmnFray 1410*7 8* 8 8%

Safeco IX B 670 X* 55% X* rt
Saueman 030 13 336 irt 16 IB* +*
ScttmbgrA 032 2D 1074 27* 26* 261;

Sd Med L 912391 39* 37* 3S% +1%
SaSysim 14 639 18% 17% 17* -%

Seta. 6 614 11 10% 11

Sdlra Cp 052 102104 X 25% 25* rt
Scan Bid 19 997 17 16* 16* -*

SrafleU 120 66 4 33% 33% 33%
S’ gate 9 4953 24 23* 23% +*
SB Cp 112 35 23 X 22% X rt
SnStasB IX 0 47 1% St ji

,

Seedlns 1.12 X X 29% X* 291j -%
SiwritU 33 3166 15% 15% 16*
Sequoia 1 B27 4% <ft 4ft +ft

ServTecn 11 ® 7% 7* 7% rt
ServFtaa 21 X <ft 4% 4%
Sevenson 1* ziOO 14* 14* 14*
SnrMed 184 17 <42 X% 22% 22% rt
SHL5yam 9221M 7* 7 7% rt
Snorewond 16 752 12 11 11*
ShowblzP 12 83S4 13% 13* 13* rt
Stona On »1 770 22% 21% S2 -%

StaraTuc 5 2S4 4 3% 3% -%

SrgmAl 033 22 1637 48 46* 47* rt
SgneDea 2 3109 18 16 17* +1*
SKcDVBc 1M41 171 9% 9* rt rt
SDcitUGp 44 444 10% 9% B% rt
StmpsOT IX 22 111 18% 17% 18% rt
srann 508 700 irt is* 15* -%

SiunMi 57 7645 XX* X +1%
SoctatyS OX X 5571)20* 19% 20%
SoOwareP 2 324 0% 6 5%+*
SoftwaraT 7S 5998 13% 12% 12% +%
Sotoco 154 201502 21* 20% 21* +%
SftCaNfe 2.40 13 20 47>2 45* 45*

Sauna * 160 10 1409 17% 17* 17%

Spiegd A 020 X 2582 X* 17% 19% +1%
St JuUMd 140111992 27% 27 27*
SPaUBc 040 8 343 26 25% 25% rt
Statues M 3296 33* 31% 32% rt
Star Banc 1.16 10 57 M H33 34 +1

State Str 052 15 3779 36* 35% 36* +%
StdMfcra 151442 22% 21% 21% rt

SUfegfc) 064 13 63 X* 19* 20 rt
Steel Tec OX 19 610 17% 15% 16 -1*

StoUyUSA 120 2 IM 0* 8% 0%
SHUTTea 110 16 637 18* 17% 18*
Sbawtefl 1.10 15 29 2* 21% 22% -%
StntaDy 43 454 17% 17% 17% rt
Stryker OH 22 1655 27* X 27 +%
Su»rsriD X 40 Irt 17% 17% -*

Surname IX B 17 30% 30% 30%

Sunni Be 184 12 723 20* 19% 2D rt
Sunni Te 732264 23* 21* 22% +1

Sui Sport 14 57 rt 0% 0% rt
SuiMk 166351 26* X* 2B% +*
SwtfiTra 22 IX 21 20* 21 +*
Sybase he X7B15 37 M 38% +2%
Syeuntec 401097 17% 10% 15% rt
Synafcy 136 12 326 14* 14 14% •%

Synarcom 6 11 3 2% 3 +%
Synergen 3 2157 13* 12 13«4 +1%
Sycadc 30 IX 10* O&l 0% -*

SynopHca Z79JB2 X* 27 27% +%
SyannSoft H2 17 6063 M* 13* 14 *1%

SyawnSco M39Z7 14%d14% 14% rt
Symemed <621413 5 4% 4% rt

TWWdBS 52771 2% 2% 2ft

T -Cell Sc 27 75 7* 7* 7% +*
TJUwePr 1W X 073 59% 58 S9+T*

TBCCp 13 999 10%d10% 10% rt
TCA Cable 040 32 231 25% 24% 25

TecHJata 204431 X* 28% 29*

Tecunten OX 15 58 46* 45% 46*

Tstetec 2 180 ui2* 12 12 rt

Telco Sy* 4 583 8% 6% 8% rt
TBhCUmA 35316069 28% 27* 26* +%
TdaUt 5 387 6% 6% 6%
Teftabs 34 4788 40* 38 40* +1%

TeumCp 001 71449 11* 11 11

T«ra Tec 57 877 7* 6% 6% rt
TaaPhAOl 23 2299 29 27% 28% -%

Three com 19 8874 35* M 35* +1%
TJ hi 002 431019 X* X* 29 +*
Totes Med 01547 5% 5* 5% rt
Tokyo Mv 037 34 78 57 56% 56% rt
Tom Brawn 44 287 1 2% 12% 12% +*
TappsCO 028 491908 7% 7% 7% +%
TR Enter 1TE1BB4 11% 10* 11% +%
TrenswM 14 « 15* 14% 14%
Tranta* OX 11 349 38% M 38% +*
Titare 25 204 3% 3 3

Tiknbls 58 311 11% 10% 11% rt
Twsafltt TX 6 205 22% 22% 22% +%
Tseng Lap OX 17 5M 11% 11 11% rt
TysFdA 004 19 2207 23% 22% 23% +%

US HBbQT 064 2212534 55* 52* 54% +2%
IHbD 2 1078 5% 5% 5% -%

UQDCsGs IX 14 Iffi Irt 16% 17% rt
USTst IX 13 830 S3 52% 53

United Si 040 13 164 15 14% 15 +*
Unkng OX 17 15 23 23 23

umm 1.40 16 IX 42 41* 41* +*
US Bancp OX 9 1752 24% 24 24% +*
US Energy X 92 <ft 4* 4*
UST core 032 5 387 10% 10* 10%
UttlMed 17 183 10% 10* Irt
Ud Tale* 9 17 39* X* 39* +1*
Utfa 13 370 5% 5% 5% +%

43 £B6uEB% 08* 68%
030 12 32 16* 15% 10*

43 1312 30% 29* 29% rt
171364 17* 10% 17* +%
33 929 22 21 21% +%
11 164 IB* 17% 17% -*
341179 21* 21 21 +*
26 1961 14 13* 14 +%

104 8 16 <9% 49* 49% -%

-P-Q-
Pwe* IX 17 982 64* 62* (A +2*
PadJwtap 057 18 325 13% 13% 13% rt
PacTel IX 16 X 25* ^ X%
PUdfiCra 17 679 X M X+l*
Paametrc 50 5774 38* 3*% X+3*
Paycha 024 441442 33% 31% 32*

Payco Am 77 AO 6 8* 8* rt
Peerless 03H2D 101 uii* 10% 10% -%
RoiTrty 8 39 12% 12 Irt +*
Peoirtg IX X 9 38 37 37 rt

FHHisySv- 220 IB 38 29* 26* 29*

Pentak 068 14 438 34 33* 33* rt
Panted) I 18 173 118% 5% 6 rt
PuweslL 020 3 38 22* 21* 22* +1

Pocc Banc IX 14 M4 43* 44% +1

FwpfcWfl OX SS 56 38037* 37% +*
FfegelSSH 142358 10* 10 10 rt

PUmlto 1.12 ZO 83 36 3S* »* -*

Ptormecy 23 24 7% 7* 7% -*

PnauUTch 2tl3ffi 4% 4 4 -*

Pifrrii a<8 4 105 1^2 9* 10
,

pictured 362088 2D* 19* 20* +%
ptntartai 18 686 19* 18* 18* +*
pjgnHnSp 048 17 224 23% 22* 23% rt
PkmuH 056 23 3531 36% 38* 36% rt
ptoraSt 01< 12 293 21 20* 21 +*
Ponce Fed 5 299 9 0% 8%
Pnwel 8 152 6% 6% 8% +*

Warner En OX 22 1346 27 X* 26%
ltteimetii 1181405 7% 6% 7ft

UtateUrtSBOeO 93409 24* 23% 23%
WesbFWSLOai 9 365 23 25* 25*
WraahdA 038 21 567 45* 44* 44% rtMb PM 028 X X 39* 36* X* +1

MMO 2X 18 IX 47* 46* 47 rt
Webek 21 734 9% 9* B% rt
West One 072 ID 1028 24% 24% 24% rt
Wsftl) 13 508 13* 13 13*
WaSezJA 52 19 4% «* «% rt
Wine 088 23 1565 46* 46% 47*
lMmScruna 50 29<7u33% 32% 33* rt
Itorfl 040037 33 17* 17* 17% rt
WtUtail 02611 176 18 irt 15% -*

Wftngt 036 22 306 18 17* 17* rt
WPP GfW 003 32 920 211 2ft 2%
Wymaft-GOnOlO 6 252 4* 4% 4* +ft

12 95 16* 15* 16* +* PresUe 0D8 4 548

-X- Y-Z-
Xlra X70B9 41 39 40% +2*
XomaCup 32032 6* 5% 5% rt
VBVT. OH 16 966 23% 23* 23*
York Rscb 83 413 0 6% 5% -ft
ZHRSUUn 1.12 9 570 37*036% 36% -*

:
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WORLD STOCK MARKETS FINANCIAL TIMES
AMERICA

AMR declines

as crew strike

is called off

EUROPE

Milan falls 2.7 per cent despite late recovery

Wall Street

Supported by a rally in the
beleagurod bond market, US
share prices traded in a narrow
range either side of opening
values yesterday, twites Pat-
rick Harversm in New York.

At lpm, the Dow Jones
Industrial Average was down
1.11 at 3,669.14. The more
broadly based Standard &
Poor's 500 was up 0.60 at 459.73.

while the Amex composite was
0.89 lower at 459.99. and the
Nasdaq composite up \3A at

742.37. Trading volume on the
NYSE was 152m shares by
lpm.
The stage was set for a posi-

tive opening on US stock mar-
kets when bond prices rallied

in early trading. The bench-
mark %-year bond rose more
than three quarters of a point,

and its yield dropped to 6J2
per cent. The bond market
rally was sparked by several

factors, including news of a
surprise Interest rate cut in the

UK by the Bank of England.

Financial markets across the
globe have been concerned
about rising interest rates, and
the BoE’s move helped allay

some of those concerns, if only
temporarily. With bonds rising

and interest rates in Europe
declining, US equity investors

were in more upbeat mood yes-

terday. Although there was
some early buying, traders said

that business was light, pri-

marily because the markets
were already winding down
ahead of the long Thanksgiv-
ing weekend holiday.

Among individual stocks,

AMR, parent of American Air-

lines, dropped $2% to $65% on
the news that the carrier’s

flight attendants had ended
their strike after both sides

were pressured by President
Clinton to seek a government
mediated settlement Investors

reacted badly to the news
because they feared that the

government mediator would
force American to dilute its

package of cost-cutting mea-

sures which analysts had
hoped would put the carrier

back on the road to long-tom
profitability.

Other airline stocks fell

along with AMR, which was
also hit by a ratings down-
grade from broking houses
Bear Stearns and Merrill

Lynch.
Delta dropped $1% to $57%,

UAL fell $2% to $136% and
(JSAlr eased $% to $13%.

paramount Communications
fell $2% to $767* as investors

bet that Viacom, in spite of its

lower offer, will defeat QVC
Network in the battle to take
over the entertainment group.
On the American Stock
Exchange Viacom “A” shares

were up $% at $47%, its “B"
shares up $1% at $42, and QVC
was down $1 at $48% on the

Nasdaq market
Metals stocks were firmer,

with Aluminum Company of

America up $1% at $73% and
Reynolds Metals up $L at $47%.
Leading Nasdaq technology

stocks were mostly firmer,
with Intel up $1% at $58%.
Microsoft $1% higher at $78%
and Borland International up
$% at $16. The exception was
Apple, which eased $1 to $31%.

Canada

Toronto was flat at midday
ahead of an expected decline in
the Bank of Canada's key lend-

ing rate later In the day. The
TSE 300 index shed 2.3 to

4497£5 at noon in volume of

24Am shares.

SOUTH AFRICA
Industrials recouped some
early losses bat ended the ses-

sion down 17 at 4,867. The
gold and overall Indices both
shed 29 to 1,944 and 4,224
respectively.

Remgro dropped 75 cents to

R29.25. Barlows gained 10
cents to B4435 and Vaal Reefs
fefi Rfi to R393.

Times Media added R3.50, or
7.9 per cent, to R23 and
Loraine lost Rl to R19.50

A number of separate issues

coloured trading yesterday,

writes Our Markets Staff.

MILAN was again under
pressure early In the session as
the lira fell to an all-time low
against the D-mark, but the
mood subsequently improved
after the head of the Demo-
cratic Party of the Left reas-

sured investors that turmoil in

the financial markets was
unjustified after the weekend
local elections.

The Comit index finished

14.12 or 2.7 per cent lower at

512.44, reflectng an Improve-

ment from the day’s lowest lev-

els after Mr Achiiie Occhetto
pledged to back the govern-

ment until the budget had
been approved. Investors were
heartened that he also stressed

the importance of protecting

savings, pushing through pri-

vatisations and keeping up (he

battle against inflation.

Earlier in London, Mr Oliver
Kflmm and Mr William Cowan
of James Capel commented
that the equity market had
been discounting investor con-
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cerns about political instability

over the past few weeks and in
the short term, investors might
focus on toe risk to the pace of

administrative reform and fis-

cal consolidation posed by the

decline of the centre parties.

However, the macroeco-
nomic and corporate earnings

outlook for 1994 appeared
favourable, while the support

gained by the parties of the far

left and far right was unlikely

to be replicated in elections for

a national government, they
said.

The. telecommunications
stocks were again -marked
down. Sip fell 158 to L2961 in
volume of 27.7m shares and
Stet was L0 lower at L3.419 in
volume of 14m shares.

FRANKFURT saw a day of

contrasts with the DAX index

movingbetween a high of 2,041

and a low of 2,015, before set-

thug Off 2^9 at 2.027.4L

Some analysts commented
that the market was now
waiting far inflation data, due
out either today or tomorrow
before deciding its next direc-

tion.

Mannesmann, which is due
to release "in*1 mnnih data
today, was down DML70 at
DM359DO.
Wella went against the

trend, rising DM7 to DM836,
after it reported a 5 per cent
gain in prefax profits far the

year to September.
PARIS was upset by the prof-

its warning from Elf Aquitaine
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and the shares of toe oil'group

fell FFH&80 or per cent to

FFr416.70.

The -CAC-4G index lost LL14
to 2.Q7U7, after ahighof 2,094

and a low at 2JJ50, on toe fast

day of toe account,v;
The oil group, which, is

slated for privatisation next -

year, said that it expected 1993

profits to fall to around FFrlbn
after FFr62bn in 1992.

Its Elf Sanofi dhtiaion went
in theopposits direction, rising

.

FFr3 to FFr928, in spite of also
reducing its estimates for the
full year.

AMSTERDAM remained
interested in kim, toe shares
rising 30 cents to F137.50, fol-

lowing toe mHapaw of,the Alra.

far talks and -news that the

airline would continue to
search for ways of reducing

the CBS -Tendency index
slipped 01 to 133JS, after a high
of 130 and a low. of'iau. -

KNP BT.thepaper and pack-

aging group, was 20 cents
higher at FI 40.60 ahead of
today's results-
ZURICH edged higher, tak-

ing its Lead from firmer NestlS

and Roche shares, and the SMI
index added 5j6 to 2,702.1.

-

NestlO, SFrl3 higher at

SFrU.70, topped the active list

ahead of its autumn news con-

ference today. Alusniase, wito

Divided picture from European chemicals
Shares have risen against a background of poor earnings, writes Paul Abrahams

A t first sight, the perfbr- The continuing rise of chemi- cyclical commodity chemicals Groups such, as Hoechst and chemicals groups 1

mance of European cals stocks sits oddly with the - have been hit by healthcare BASF have warned their divi- warning about the

chemicals stocks this piteous state of the European reform in most of Europe's deads may have to be cut. restructuring. This iA t first sight, the perfor-

mance of European
chemicals stocks this

year has been impressive.
Since the beginning of Janu-
ary, BASF’s shares have risen

30 per cent, Bayer’s 22 per cent
and Hoechst's 12 ner cent In
the Netherlands. USM. Is up 35
per cent Akzo was up 42 per
cent until it announced its

merger with Nobel of Sweden
this month. Even Solvay of
Belgium is up 24 per cent
But although all chemicals

stocks have Increased in value
this year, most have underper-

formed their respective local

markets. Ms Jackie Ashurst,

chemicals analyst at James
Capel, reckons it has been the

third worst performing sector

in Europe this year. Hoechst
has underperformed the mar-
ket by 17 per cent this year, for

example. Nevertheless, the
chemical sector's under-
performance has not been as

great as it might have been
given its present predicament.

The continuing rise of chemi-
cals stocks sits oddly with toe

piteous state of the European
rhptninals market Whflft share

prices have risen, quarterly
results have been progressively

more disappointing.

The outlook for next year
remains grim. This week, Mr
Jflrgen Strube, BASF chair-

man, said that his group was
likely to cut its dividend again

this year and he expected busi-

ness to remain weak before
turning up in 1995.

The reasons for the dire
financial performance of conti-

nental chemicals groups are
not hard to find. Commodity
chemicals are having a rough
time. Weakening demand
growth and overcapacity have
hit prices and undermined
margins. Few petrochemicals
makers, for example, are mak-
ing money at the mnrnpnt

At the same time, those com-
panies with large pharmanwiitj-

cals divisions - normally a
good hedge against wickedly

cyclical commodity chemicals
- have been hit by healthcare

reform in most of Europe’s
largest countries.

The German market,
Europe’s largest, has registered

a 10 per cent fall over the first

Although afi chemicals

stocks have increased

in value this year, most
have underperformed
their respective local

markets. Hoechst, for

example, has under-

performed by 17 per cent

this year.

nine months this year, while
Hit* Italian sector has suffered

a 8 per cent falL

Such was their that

the European drugs market
recorded no growth during the
nine months to September,
probably the first time the sec-

tor has ever gone ex-growth.

Groups such as Hoechst and
BASF have warned their divi-

dends may have to be cut
The apparently resilient

stock market performance of

the chemicals groups has been
driven partly by ftrnfl manag-
ers choosing to invest in coun-
tries ratoer than sectors.

Given Hw» the large chemi-
cals groups ere so liquid, inves-

tors in Germany are Kkely to

buDd their positions in BASF,
Bayer and Hoechst, while
those wanting to put money in
the Dutch or markets
are likely to pick DSM, Akzo or
Solvay.

Fundamentals are also driv-

ing the sector. The US recov-

ery, strong US dollar and fall-

ing interest rates have added,

to its attractions. The stocks’

yields also remain high com-
pared with long-term bonds.

The possibility of improved
earnings in the medhim-term
is also hnlriing up share prices.

At every industry conference
and every results meeting.

chemicals- groups have been
wanting about the need for

restructuring. This is not new.
But there seems tube a greater -

sense of urgency than for

many years.
This week, Rntehem, the Ital-

ian stater-owned group,
announced 10,000 job losses

over the next four years. Ear-

lier this month, BASF
announced 8,000 Job cuts by
the end of 1995. Plant closures

are 8lsb in the pipeline, afmprf

at ratinring costs 98 Well as
ftapypjty, Any

' Tmpmxnamarit fn

companies’ cost-base should
fall through to the hnfinm Htip

)

and any cutin capacity qhrmM
help prices.

Even though corporate
results are likely,to make grim
reading over the next 12
TnnnthH tha downside to the
chemicals market is likely to
be hwiftwri, gays Ms Ashurst
The dangers of miasing out 031

a pre-recovery rally of chemi-
cals stocks are simply too

Wcdiiesday
.
^Foy6ttib&r . 1993

a presentation to analysts this

morning, was SFr7 easier at

SSW22;
'

: Roche rose SFr40 to SFrSJBQ

in active trade, recouping sane

of Monday's SFT140 slide. BBC
dosed SFi?. tower at SFrlJJlT

after ABB Asea Brown Boven
said it expected 1993 profits

after financial -items at the

same level as in 1992. jf

* .Halderbank eased SFri to

SFr820 as it sold 200,000 shares

to Union Bank, which
annotated a warrant bond on
Holderbank shares witix an

exercise price of SF1823.

STOCKHOLM was tower in

nervous
;
trade amid concern

over debt market yields

ahd a weaker crown. The
AfSrsvfliiden index fell 112 to

1326.1. in turnover of

SKrU&bn.
Aaea did better than* the

overall bourse, its B share fall

mg SKr3 to SKrS49 on its mne-
manth results which proved tn _
line with expectations. P
Wrttttn and edited

by Jk)tv] Pftt Hnd ISctawi Morgan.

Poland gives

priority to

public offers
Poland's new centre left

government .will be giving

“top priority" to public share

offerings to boost the develop-

ment of the Warsaw Stock
Exchange (WSE), writes Cbris-

topher Bobinsfa in Warsaw.
Mr Marek Borowski, deputy

premierIn charge of the ecoa- g,
omy» told a conference
“How to become a publicly
quoted company" that the 22

companies quoted on the WSE
had better results than state-

owned or private companies.
The high turn-out at the con-

ference reflects growing
domestic interest . in share
offers as a wgy of raising capi-

tal in the wake of a contiaintog

10-month boom an the WSE.
This has lifted share prices
eight-fold, capitalising the

market at around $L£bn. WSE
regulators estimate that one-
thfrd of the trading Is done by
foreigners, who own 20 per
cent of the shares. The WIG
indicator rose &2 per cent yes-
terday to 8,680.

ASIA PACIFIC

Interest rate outlook takes its toll
Concern over the potential

effect .of higher US interest

rates on the liquidity in Pacific

Rim markets remained a domi-
nant theme in the region.

Tokyo was dosed for a holiday

yesterday.

HONG KONG recorded a
sixth consecutive loss amid
concern over the direction of

US rates. The Hang Seng index
fell 134£2aor 1.47 per cent to

9,038.02, having been 247 points

lower earlier in the day. The
market has fallen by ao per
cent since its peak of 832^50
points established on Monday
last week.
HSBC fell 50 cents to

HKSS5.00, Henderson Land lost

HK5I.75 to HKS33.00 and Jar-

dine Matheson dipped HK$1.00

to HKS67A0.
China-linked shares were

also weak. Shanghai Petro-

chemical fell 12.5 cents to

HKS2.50 while China Overseas

shed 17.5 cents to HK&L2Q and
Maansban Iron was down 7.5

cents to HKS&9Q.
SEOUL tumbled on

across-the-board profit-taking

with demand for export-ori-

ented issues failing to halt the
retreat. The composite index
lost 16.68 to 817.90 with 403 of

the 755 losing stocks going
limit down.

Hong Kong

Hang Seng Into:

10,000 —

8,500 1

7.500 -

Sower, mmhii

However, analysts noted that
underlying market sentiment
remained positive, reinforced

by optimism over the prospects

of economic recovery with pro-

visional Bank of Korea figures

showed third quarter GNP
grew a higher than expected

6£ per cent from 3.3 per cent a
year earlier.

AUSTRALIA fell steeply on
arbitrage in the futures market
which drove the December con-
tract down to a discount The
All Ordinaries index lost 39.7

to 2.009.6 in turnover of
A$436.6m.

Among the fallers News Corp

lost 31 emits to A$9-52. its low-

est close since late August
BHP shed 16 cents to A$16J0,
Coles Myer lost 12 cents to

A$5.12, and Western Mining
dropped 21 cants to A$5.50-

SINGAPORE was dragged
lower by profit-taking and the

Straits Times Industrials index
lost 20.03 to 2,076.69 in rela-

tively thin volume of 177.43m
shares.

KUALA LUMPUR fell over a
broad front leaving the com-
posite index, which breached
the psychological 1,000-point

Level on Monday, down 22.52 or
22 per cent at 966J8.

Losers included the utility

giants Tenaga Nasional and
Telekom Malaysia which fell 30
and SO cents respectively to

M$15.60 and M$18.50 ringgit
They both account for around
40 percent of the composite
index's weighting.

But Lien Hoe rose 26 cents to

M$3A0 on takeover rumours in

heavy volume of 12.6m shares.

MANILA saw further profit-

taking leave the composite
Index down 29.33 points at
2,388.80. Turnover was to

1.95bn pesos.

Philippine Long Distance
Telephone lost 15 pesos to 1,790

pesos and Philippine National

Bank shed 10 pesos to 435.

TAIWAN resisted the trend

elsewhere in the region but the
mood remained cautious ahead

of Saturday's local government
elections. The weighted index
closed 17.81 higher at 4^34.75

tn turnover of T$22.6bn.

The electronics sector con-

tinued to attract buyers, with
Acer finishing up 40 cents at

T$32.10.

NEWZEALAND was broadly
lower, while Air New Zealand
went against the trend on data
showing a rise in October tour-

ist figures, rising 3 cents to

NZ$247. The NZSE-40 capital

Index fell 2843 to 2JM4A0 in

turnover of some NZ$54m.
JAKARTA rebounded

slightly in late trading but stfll

finished lower overall follow-

ing falls in blue chip stocks.

The composite index fell 13J5
to 523A14.
Barito Pacific Timber, the

wood processor and Jakarta's

largest stock, ended down
RpSOO to Rpl2,700 refiecting a
sharp fan tn plywood prices
since August
BANGKOK recovered

slightly in afternoon trading
helped by strength in hanks.
The SET index ended down
4.89 at L305A4, after a day’s

low of L27L7D; in turnover of
BtUL25bn.
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NATIONAL AND
REGIONAL MARKETS MONDAY NOVEMBER 22 1909 FRIDAY NOVEMBER 19 19BS DOLLAR INDEX-
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Index
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DM Currency
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AustralL] (891 . ... 153.66 - 1.4 15451 105.15 136.09 154.48 -1.8 336 165J1 156.93 10628 13393 157.03 16223
AusttU (171 — - 173 45 -OJ 174.40 11868 153.62 1S3J7 -0.9 1J4 17424 175.49 11926 155.38 15421 18427
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PadSc Ex. Japan (2*5) ......... 236.66
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-tl 18304 127.97 165.64 163.12 -1.7 325 16007 190.43 12943 16828 16529 197.07 15029 148.70

-12 63.54 4024 55.97 6124 -1.2 325 8404 6420 4324 57.10 6221 8828 4028 TO 09
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-12 155.55 105.80 137.02 149.99 -1.7 303 156.78 15721 10723 139.79 15221 162.97 13322 13128
-1.3 16120 12322 159.87 191.75 -1.7 1.30 10223 18424 12S23 183.10 19524 19424 142.13 14723
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-1.S 13626 33.18 12028 129.48 -2.1 2.48 13625 13925 94.67 12320 13224 143,73 11221 11121
-0.7 237.96 161.96 209.62 219.70 -08 2.70 238.36 240.08 16320 212.S5 221.40 24812 162.70 15861
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The theory’s simple

the practice rarely is.

n On the face of it, securing asset

:

\ finance is relatively simple butmoney

PROBUEIIS

^
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On the face of it, securing asset

finance is relatively simple butmoney

alone is not the solution. After all, you

knowvery wellhowmuch you wantand
whatyouwant itfor, that’s your business.

.
AtHill Samuel,wemerge the critical

skills andknowledge ofa merchantbank

with the balance sheet

and resources ofa Jf
major clearing bank, J

vehich, in our

experience, nobody requiring big ticket

leasingand assetfinance should ever ignore.

We will involve the bestpeople to

structure a financing, whether as arranger

or principal, andwiththe mostinnovative

approach we can cover virtually every
eventuality.

Ifyou’d like toseehowwe turn

theory into practice made perfect, we’d

verymuch liketo hearfrom you.

Hill Samuel
Asset Finance

i00\foodStreer - LondonEC2P2AJ
Tel^bone07l 6006000 • Fax071 9203880

HfflSanrad Asset FinanceLimned isa memberofTSB Groiq,


